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Wide World Photo 


A healthy and active foreign trade is one of the prime requisites for economic and political peace in the world of 
tomorrow. The time is not far off when we shall again witness scenes such as above; harbors crowded with shipping 
carrying the wares of a peaceful world rather than the grim implements of total war. Even today, active preparations are 
under way for revival of world commerce. Just what is being done in this direction is discussed pertinently in the article 
beginning on page 415 of this issue. 
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The Trend of Events 


THE VINSON APPOINTMENT ... The choice of War 
Mobilizer Fred M. Vinson for the Treasury post 
emphasizes anew the tendency of President Truman 
to seek top advisers from among either members of 
Congress or long-time associates, a policy that should 
_ an era of good feeling in American political 

e. 

Practically every Cabinet member the President 
has so far appointed has had legislative experience 
and enjoys excellent personal contacts with members 
of both parties in the House and Senate. Close and 
continuous cooperation between the executive and 
legislative branches of the Government appears a 
certainty with such a Cabinet. Every one of the new 
appointees has one thing in common—they are men 
who can win strong legislative support for Adminis- 
tration policies. This is an important point to re- 
member. 


Beyond that, however, it seems the general con- 
sensus that Mr. Vinson’s appointment fails to sug- 
gest any marked turn “to the right”, leading to the 
forecast of a fiscal and tax policy substantially un- 
changed from that now pursued by the Administra- 
tion. Mr. Vinson has never been known as one of the 
more extreme New Dealers; he is, however, sup- 
porting the Murray Full Employment bill and only 
recently, in his quarterly report, has outlined a blue- 
print fof a “compensatory economy”, reputedly 
cleared by the White House. 


In view of his appointment to the Treasury post, 
his tax views are of particular interest. They are 
looked upon as having a definite leftward slant but 
in a good many particulars, they are considered 
sound doctrine. He favors post-VJ-Day repeal of the 
Excess Profits Tax, early postwar reductions in both 
corporate and excise taxation and generally holds 
that Federal taxes should be levied in such a way as 
to have the least depressive effect on business expan- 
sion, creation of jobs and mass purchasing power. 
This would make the personal income tax, more than 
ever, the primary reliance in raising required reve- 
nue. “And the base must be broad’, he adds signifi- 
cantly to that conclusion. 

Reduction of corporate taxes is universally ap- 
plauded as essential for a sound postwar economy. 
But Mr. Vinson also holds that fiscal and tax policies 
should be used to stabilize our economy and smooth 
out business cycles. On this point, there is far less 
agreement. 

On the other hand, the business community will 
heartily approve the proposal that a postwar tax 
program be adopted by Congress as soon as possible 
so as to remove the cloud of uncertainty hanging 
over the outlook. It will also favor his suggestion 
that the fiscal policies of the Federal, State and local 
governments be coordinated as far as feasible. 

In congressional quarters, Mr. Vinson is regarded 
as one of Congress’ most capable tax men. But how 
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he will get along with that body on future tax leg- 
islation remains to be seen. While he has many 
friends on Capitol Hill, his relations with them as 
Secretary of the Treasury will depend largely upon 
the policies he advocates. 


HIGHER MARGINS .. . It will probably take some 
time to appraise the long-term effect of the latest 
order of the Federal Reserve Board increasing 
margins on securities from 50% to 75%. Prelim- 
inary evidence points to reduced volume of trading. 
Whether this will be a lasting consequence remains 
to be seen but appears reasonably certain. On the 
other hand, it is more difficult to say whether higher 
margins will ultimately make for lower rather than 
higher market prices; a case could be made for either 
contention, hence it is safest to wait and see. Con- 


ceivably, however, we may henceforth witness rela- . 


tively wider price fluctuations, should quieter and 
thinner markets result from the latest margin move. 

One effect may be that higher margins will drive 
speculation, and possibly also investment buying, 
into lower priced and less seasoned issues, trading 
wherein has right along been on a cash basis. Obvi- 
ously a speculator or small investor with limited re- 
sources will find it more practical to trade in low- 
priced stocks on a cash basis than furnish 75% of 
the purchase price for higher priced securities. If 
such is the case, no good will have been achieved, 
since repercussions would be exactly opposite to 
those intended. 


TEXTILE TROUBLES .. . Indicative of the problems 
that may arise with “redeployment” of war labor is 
the troublesome situation in the textile industry. 
Despite general application on wage increases and 
the high priority rating now given textile manpower, 
the shortage of labor has grown more serious during 
recent months with work forces falling off despite 
urgent war orders and pressing civilian demands. 
The manpower picture, it is said, is the worst since 
the outbreak of hostilities, with present employment 
some 10% below the average of the first half year. 

Skilled textile workers who earlier in the war 
drifted away to better paying jobs in shipyards and 
ordnance plants, though laid off now in the wake of 
cutbacks and cancellations, are reported to refuse 
reemployment in the textile industry, apparently due 
to fear that the present higher standard of wages 
they are offered in textiles may not exist after the 
war. Also, some have learned new and better-paid 
skills and decline to accept lower-paid textile jobs. 
Still others, released from war jobs elsewhere, prefer 
to take their time and spend some of their war sav- 
ings before going back to mill employment. 

On top of all that, tight price ceilings have placed 
textile mills in what one WPB official delicately de- 
scribes as a ‘bad psychological state of mind with 
respect to OPA.” What with existing ceilings and 
labor shortages, say millmen, they cannot afford to 
add costly third-shift operations. 

Thus unless immediate steps are undertaken, the 
textile production drive is slated to fail and output 
will continue to fall off; no relief of civilian short- 
ages seems possible until military takings are mark- 














edly reduced. Even then it will take some six months 
before the increase in civilian supplies shows up o 
retail shelves. 

As the only remedy, union spokesmen urge an im 
mediate further raising of minimum wage rates 
Millmen disparage the efficiency of such a soluiion! 
contending that mill workers unaccustomed to high 
earnings will just work less time and “sit on the) 
front porch and rock’”—both now and after the war} 
Should such a trend be discernible in other indus. 
tries, it would certainly give food for thought. It 
would add a new perspective to the “full employ. 
ment” program. 


NEW TRADE AGREEMENTS... The Administration 
apparently is losing no time in exercising its new 
authority under the revised and extended Trade 
Agreements Act. A series of new reciprocal agree. 
ments with British Empire countries not previously 
covered under the reciprocal trade program is ex- 
pected to emerge from comprehensive tariff studies 
now under way, and the groundwork for new and 
revised trade agreements is reportedly being laid. 

Trade agreements now exist with the United 
Kingdom and Canada. Further pacts may be negoti- 
ated with such Empire countries as Australia, New 
Zealand, India and South Africa. They are likely to 
be the first ones to be developed and this should go 
far to reduce the impact of British imperial prefer- 
ence on world trade in general and American trade 
in particular. 

However, officials are convinced that no blanket 
abandonment of British imperial preference is to be 
expected; the reason being that so far no feasible 
quid pro quo has emerged. Earlier talk of an agree-} 
ment on multilateral tariff reductions at the forth- 
coming World Economic Conference apparently has} 
also dropped out of the picture; the Conference itself 
now will hardly take place before next year. In the 
meantime, any progress in the direction of lower 
tariffs would have to be attempted along reciprocal 
lines, and the going is likely to be slow as far as Em- 
pire countries are concerned. 


Revised agreements with a number of Latin 
American countries may materialize in relatively 
shorter time, despite complicated problems that have 
arisen in the Southern Hemisphere due to wartime 
conditions and growing industrialization. In the case 
of some smaller countries such as Guatemala, El] Sal-} 
vador, Colombia and Haiti, agreements would be rela- 
tively simple. Brazil presents a more difficult case. 

The aim of course is ultimately to fit bilateral 
agreements into the broad general principles which 
are expected to be the major outcome of a World 
Economic Conference. Officials hope that this can be 
done successfully. 


While there appears to be no set plan to exhaust 
the new powers in revised trade pacts, the new 
powers in all probability will be reflected in changes 
in most existing agreements, in the course of time. 
To apply the full benefits of tariff-lowering author- 
ity, substantially all existing agreements would have 
to be renegotiated or superseded. This ¢éannot be 
done in short order but will be a matter of years. 
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MEDITERRANEAN PROBLEMS IN THE LIMELIGHT 
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5 Seal the Big Three get together at the Pots- 
dam Conference, their task will transcend the 
main problem of agreeing upon a unified policy to- 
ward defeated Germany and shaping a general strat- 
egy of peace. Their’s will be also the difficult job 
of defining their respective responsibilities toward 
the whole of Europe, of settling the outstanding 
political and economic problems the war has left be- 
hind on that hapless Continent. Politically and eco- 
nomically, Europe requires a major salvaging job 
which can only be done effectively in an environ- 
ment of harmony and cooperation among the major 
allies. It will be a complex and delicate task requir- 
ing for success definite commitments on the part of 
| this country in the long-term settlement of all major 
questions. 

Economically and politically, Europe is in the 
throes of confusion and beset with severe ills. Under 
the circumstances it is far from certain whether 
even inter-allied agreement establishing common 
ground on general policies can prevent social chaos 
this coming winter. 
The outlook is none 
too good. Moreover, 
broad strategic - po- 
litical questions 
awaiting settlement 
bulk extremely 
large, for the joint 
interest of the three 
Governments repre- 
sented at Potsdam 
covers not only Eu- 
rope proper but ex- 
tends southward in- 
to the Mediterran- 
ean region and espe- 
cially to the en- 
trances of that 
great waterway. 

When Russia re- 
cently announced 
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Mediterranean, in fact towards all possible warm 
water outlets. With the Balkans under her complete 
control (except Greece where communist pressure 
appears to be mounting), this aim has assumed new 
force. The four key points are Trieste (serving a 
Russian-controlled hinterland), the Dardanelles, 
Tangier and Suez. On the first three preliminary 
moves have already been made. As to Suez, they 
will certainly come in due time. 

The struggle for indirect control of Trieste, under- 
taken through the Tito Yugoslav Government, has 
made newspaper headlines and is well known. If so 
far it has been inconclusive, that doesn’t mean that 
it has been dropped. We shall hear more about it, 
no doubt. 

As to the Dardanelles, one Soviet requirement is 
said to be that Turkey accord Russia a privileged 
status and a share in the control of the Straits 
which link the Black and Aegean Seas and control 
the entrance into the Mediterranean. This is to be 
achieved by altering or abrogating the Montreux 
Convention of 1936 
which gave Turkey 
the right to fortify 
the Straits for 
twenty years. 

The beginning of 
conversations be- 
tween the United 
States, Britain and 
France on the future 
status of Tangier 
has drawn unmis- 
takable evidence of 
Russian interested- 
ness and one now 
hears suggestions 
that at Potsdam, 
the Big Three may 
try to reach a gen- 
eral agreement 
granting equal 
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that she expects to |) \Sebpeee rights to all powers 
have a place at the - ' not only for the 
conference over The New York Times Dardanelles and 


Tangier, when some time ago she denounced the 
Russo-Turkish treaty and outlined stiff demands for 
negotiation of a new one, she gave notice to the 
world that henceforth she expects to play a major 
role in Mediterranean affairs. 

The reason is not far to seek. Throughout her 
history, Russia has always striven towards the 
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Tangier but also perhaps for the Suez Canal and 
Bab el Mandeb, its southern exit. A look at the map 
shows the strategic importance of all these points. 
Lying as they do directly on the Empire route to 
the Far East, these questions raise particular prob- 
lems for the British. 


Attempts at their solu- (Please turn to page 460) 
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Wisest Market Action Today 


The market has lapsed into a trading-range affair, but extension of recent re- 
action lows is still a live question. Uncertainties in the second half-year outlook 
are getting increased and deserved investment attention. We continue to favor 
a conservative, selective policy, with some cash in reserve. 


wy a. TT. 


HE best that can be said of the recent market 

is that it continues to show a notable reluctance 
to submit to any relapse of more than minor tech- 
nical proportions. On the other hand, for several 
weeks most stocks have not been able to get any- 
where on the upside. The Dow industrial average 
has been stymied since late May. Its latest rallying 
effort, and also that in rails, was unimpressive, be- 
ing accompanied by the smallest volume in many 
months. For three weeks the action of The Maga- 
zine of Wall Street’s composite weekly indexes has 
been negative to mildly reactionary. 

As this is written we have a trading-range pat- 
tern—of which the limits are approximately 169- 
164 in the Dow industrials and 63-59 in the rails— 
which gives traders a perfect excuse to stand by 
until the direction of movement, above or below the 
recent range, is indicated. It is still an open question 
whether the sharp two-day sell-off at the end of 
June will prove to have been the start of an inter- 
mediate correction of some proportions. The techni- 
cal evidence so far is inconclusive. Intermediate re- 
actions often are protracted, zig-zag affairs, during 
which the market at times looks pretty good—but 
fails to surpass the previous average highs. 

As regards further advance this summer, the time 
is getting short and, in the writer’s view, is prob- 
ably working against the market. The precedent of 
seasonal rise already has been lived up to, during a 
period in which transitional readjustments have re- 
mained sufficiently abstract, and for the future, to 
leave many investors apparently unconcerned. Peo- 
ple currently seem more inclined. to “stop, look and 
listen.” There is no lack of reason for this, as we 
shall consider in a moment. Our immediate point is 
that, allowing for the good rise already scored by 
the general run of more speculative stocks, the more 
time the market now spends backing and filling, the 
less favorable will the odds become on a seasonal 
basis. 

Since so many other influences are involved, no 
one can factually prove, or disprove, that the recent 
imposition of the 75 per cent margin rule by the 
Federal Reserve Board has given the market pause. 
Our opinion is that it is not of much importance in 
itself. For instance, between January and the end 
of April, which is the latest month for which the 
figures are available, the speculating public’s debt 
owed to Stock Exchange member firms on margin 
accounts showed a small decline while the total 
value of listed stocks increased over $5 billion. That 
proved that stocks can rise, without any net expan- 
sion of margin buying—if the public remains in a 
positively bullish mood. There is further proof in 
the fact that not long after the Stock and Curb 
exchanges, in the forepart of March, required cash 
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payment for stocks up to $10 and drastically-raised 
margins on stocks between $10 and $20, the most 
speculative equities moved considerably higher than 
they had been before. (Note the accompanying 
graph of our weekly index of 100 low-price stocks.) 

There is no lack of cash available to put the mar- 
ket higher. The latest Reserve Board report on liq- 
uid savings of individuals (coming to hand in its 
monthly bulletin, by coincidence, at about the same 


time the margin move was announced) put the total | 


at $127 billion and stated it was continuing to in- 
crease at a rate of $50 billion a year. Future War 
Loans, from present indications, are likely to absorb 
less of it than heretofore. So the real question for 
the market is not the volume of money, nor any 
matter of margins, but the willingness of money to 
seek speculative and semi-speculative employment 
at the present time and over nearby months. 
Money interested in stock market capital gain has 
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become considerably less aggressive in recent weeks. 
In that mood, the margin change—interpreted as an 
official word of warning—might have had some col- 
lateral influence. While this more cautious mood may 
prove a passing thing, it seems to us there are valid 
and logical reasons why it should last a while. In 
general, we can not escape the thought that the 
second half-year shapes up as a more trying period 
for the market than was the first half. 

Among the immediate uncertainties are the out- 
come of the Big Three conference. This may throw 
some light on, or at least affect public thinking 
about, the possible duration of the Jap war. It may 
or may not give us clearer, and more hopeful, ideas 
about the kind of world we are to live in. Another 
immediate thing hanging over the market is an- 
nouncement soon of the results of the British elec- 
tion. Unofficial reports indicate Conservative losses, 
large Labor Party gains and a probable balance of 
power held in Parliament by the minority Liberals. 
That is not of decisive importance to us, for our own 
political outlook appears to be satisfactorily middle- 
of-the-road, but it is possibly another collateral fac- 
tor making for less bullish enthusiasm. 

For a decisively important percentage of invest- 
ible funds—funds of people who take a 25 per cent 
capital gains tax and a six-months holding period 
into every calculation—it is immaterial whether av- 
erage stock prices in August or early September 
may or may not be somewhat higher than now. The 
question is: will purchases made now show a profit 
six months hence? That requires trying to look 
ahead into next January or beyond. We don’t know 
the answer. Nobody can know it. But it seems to us 
that there is a decreasing basis for confident as- 
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sumptions or guesses. In short, with victory over 
Japan coming nearer and the actual transitional 
problems looming up, we suspect that people may 
be more willing to realize profits which qualify for 
a 25 per cent tax—there is a large total of such 
profits now—and less willing to seek speculative em- 
ployment for idle cash. 

We don’t know when the Jap war will end. We 
note rising, though guarded, hopes of a number of 
responsible military officials. We note that off-the- 
record opinion that Jap collapse before the year-end 
is possible, if not probable, is mounting. Of course, 
this may be utterly wrong. Nobody can know. Still, 
the naked eye can see the handwriting on the wall 
when a major U. S. Naval force can for hours shell 
targets on the Jap mainland at will. At any rate, we 
suspect people from here on will be more inclined 
to allow for possible early Jap defeat in their market 
thinking. Of course, that would bring tax reduction 
nearer; but also months of lower production and 
earnings, considerable unemployment, a wave of 
labor disturbances far more serious than the present 
ones. 

It would not be surprising, we think, if the 1945 
range in the Dow industrial average proves to be not 
greatly different from that so far established: 169- 
151, or 18 points. It was 18 points last year, about 
2614 in 1943, 27 in 1942. Another phase of rise, if 
any, probably would be relatively limited. On the 
other hand, the absence of great excess suggests 
that an intermediate reaction, if developed from the 
highs to date, probably would not be extreme. We 
continue to favor a conservative, selective policy, 
with a fair amount of cash in reserve.—Monday, 
July 16. 


411 














AHEAD? 








By EB. A. 


KRAUSS 





NFLATION or deflation? What will it be? The 

question apparently has become the center of a 
story debate in Washington. To the average man, 
it’s all a bit confusing, yet naturally he is intensely 
ene for well he realizes what is at stake for 
im. 

On the one hand, he is being cautioned that infla- 
tion is just around the corner, that strict controls 
must be maintained, strengthened and possibly ex- 
tended far into transition and perhaps even into the 
postwar. In short, he is asked to do and submit to 
everything that will act as a bulwark against the 
growing inflation peril. 

He agrees and is willing to cooperate, for he is not 
only patriotic but sensible. He has seen prices and 
wages rise, he has been hurt by the evil of ever wid- 
ening black markets, he has observed and recognized 
numerous inflation signals and takes heed. He is 
quite sincere in his thought that postwar inflation 
must be avoided at all costs. 

But he gets a bit startled, to say the least, when 
he is suddenly informed that plans are afoot to fore- 
stall deflation; that after the war, there is need for 
a high-wage policy, for higher unemployment and 
old age benefits, for extensive public works—as a 
bulwark against deflation, to maintain employment 
and mass purchasing power. 

If in the face of this, ordinary John Citizen gets a 
bit baffled, he can hardly be blamed. Nor can the 
puzzled citizen be enlightened by hair-splitting about 
words. For in the last analysis—he has learned this 
lesson during the war— whatever is a bulwark 
against deflation is a force towards inflation, and 
vice versa. Somehow, therefore, he feels that things 
just don’t add up. 


Significance of Planning 


Fact is that in this planning, official quarters have 
in mind certain periods, limited periods, and certain 
contingencies which cannot be foreseen with accu- 
racy. This as far as transition and the immediate 
postwar years are concerned. But they are also look- 
ink beyond that, and what obviously is desired is a 
mechanism capable of dealing with whatever may be 
in stoie in the future. Hence the seemingly conflict- 
ing precautionary moves now being advocated. 

In most conservative quarters, the view prevails 
that the inflationary trend is strong and needs check- 
ing. In opposite quarters, the idea has grown that 
the danger of deflation—after a shortlived boom— 
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is more real if less imminent. It has led to definite 
proposals to sustain purchasing power, to prepare 
for such a contingency appropriate measures. 

The latest report of War Mobilizer Vinson—soon 
to become Secretary of the Treasury—is really the 
tip-off of what’s in the minds of top Administration 
planners. Particularly, says the report, must we be 
prepared for inflation avd deflation, must have plans 
for an early defeat of Japan as well as a late one. 
The later VJ-Day comes, the smoother reconversion 
and the shorter the lag between cutback disemploy- 
ment and reconversion employment. Conversely, the 
shorter the Japanese war, the greater will be VJ-Day 
dislocations. 


Unemployment Potentials 


It has been estimated that should the war in the 
Pacific end suddenly, some ten million unemployed 
must be expected in short order. Should the war end 
within one year from now, peak unemployment at 
any one time is figured at around eight million. These 
are new estimates, revised upwards from previous 
projections owing to the fact that circumstances 
have prevented industry from going ahead with ini- 
tial reconversion as rapidly as originally hoped, 
chiefly because of lack of materials and inadequate 
manpower releases. It is to deal with such conting- 
encies, to forestall any severe deflationary tendency 
in the wake of large-scale transitional unemployment 
that anti-deflationary measures are being prepared. 
In the final analysis, these are plans to combat any 
possible deflation with “well-managed inflation.” The 
object is to shore up consumer purchasing power suf- 
ficiently to prevent any temporary business slump 
from leading into a depression instead of the much- 
cherished postwar boom. 

But, the reader will ask, what about the enormous 
inflationary potentials that are constantly held be- 
fore our eyes as a dire threat to postwar stability? 
What about the huge accumulations of liquid re- 
sources, of individual savings, of deferred demands 
in almost every field that are supposed to become 
starter and fly-wheel for prolonged prosperity’ 

Without question, these potentials do exist, but 
just how potent and lasting are they likely to be? 
This is perhaps the key question in the inflation-de- 
flation puzzle. Administration planners concede that 
there will be inflation in the consumer goods field 
until goods become more plentiful but they intend to 
curb it with continued controls. Moreover, the belief 
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is that such a period may be shorter than expected. 

As to the impact of consumer savings on postwar 
markets, some realistic calculating is being done; the 
results are far less sanguine appraisals of likely po- 
tentials. The trend is distinctly away from earlier 
prevalence of thought that in these accumulations of 
savings and demands lies the panacea for all postwar 
economic ills. 

True, total war savings are enormous, fully some 
$120 billion according to best estimates. But no more 
than about half of this total is in the hands of in- 
dividuals, and the distribution among the various 
income groups is a vital factor in the potential spend- 
ing rate. It is estimated that at least half of these 
individual holdings—probably more—are in the hands 
of people in the higher income brackets, people 
whose liquid savings don’t make much difference in 
the amount of money they spend for goods. A recent 
Government survey showed that two-thirds of all 
consumer units has incomes of $2,500 annually or 
less and that this group accounts for only 11% of 
all savings! 

Some recent estimates assume that the amount of 
savings that may actively stimulate postwar spend- 
ing of individual consumers may be no more than 
between $20 and $30 billion, afar cry from the 
huge total one keeps hearing about. 

Even spending on such a scale could of course be- 
come a grave threat to price stability and a sharp 
inflationary factor if the spending were to happen 
within a short time. Immense importance is thus 
given to another question: How rapidly will the 
spending occur? Obviously, the rate of spending will 
greatly affect its impact on prices and the implied 
inflationary potential generally. 

No prophetic answer can be given but logic sug- 
gests that no large part of the savings earmarked 
for consumer spending is likely to come into the mar- 
ket at one time, or even in one year. Some estimate 
that consumers may not draw on their savings at a 
rate greater than some $5 to $7 billion annually, 
and that there may not nearly be as much free and 
easy spending as many anticipate. 

Demand will be high for all kinds of consumer 
durable goods which have not been available during 
the war; people will be ready to tap 
their savings for such purchases. 
While deferred demand in this field 


adverse transitional conditions, it could fail to make 
itself felt sufficiently to counteract effectively any 
deflationary trend. 

To avoid misunderstanding, let me emphasize that 
this is not a prediction; no one is in a position to 
predict events so overwhelmingly subject to im- 
ponderables and psychological reactions. It is merely 
a projection of what might happen under given con- 
ditions. Wise planning cannot ignore it, and the 
Government is not ignoring it, as advocacy of pre- 
cautionary measures proves. While the preponderant 
weight of evidence seems to emphasize the prospect 
of inflationary rather than deflationary trends in the 
early postwar, no chances are being taken. It goes 
without saying that if that inflationary potential 
were to be used in the market gradually, over some 
years, it would be conducive to steady production and 
employment. If it were to be dumped suddenly into 
the market, it could seriously endanger price sta- 
bility. { 
As previously pointed out, Mr. Vinson in his report 
is taking into account both possibilities. He not only 
stated frankly that we must prepare against infla- 
tion and deflation but the nine-point agenda he sub- 
mitted for a postwar “economic charter” for a stead- 
ily rising living standards contains various points 
designed primarily to combat deflation. He is not 
sure just what we shall have, hence he advocates 
higher wage levels, higher and broader social bene- 
fits and public works so as to prevent any incipient 
deflationary trend to take hold and deepen into de- 
pression conditions. But the intent goes even further. 
It contemplates introduction of a compensatory 
economy, dovetailing with the “full employment” 
goal as sought under the provisions of the Murray- 
Wagner-Dingell bill, sometimes dubbed the “Ameri- 
can Beveridge Plan.” 


An Official Program 


Apparently, this ambitious and highly controver- 
sial goal is ranidly develoving into a full-fledged 
Administration program. Even before, President 
Truman has come out for full employment; Mr. Vin- 
son has previously put his stamp of approval on the 





will be an important element in the 
maintenance of a relatively high vol- 
ume of consumption, its effects should 160 
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not be exaggerated. Even under most 
favorable conditions, spending for 
such goods—automobiles, radios, re- 140 
frigerators, etc.—could account for 
but slightly more than one-eighth of 
total consumer expenditures. 
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bound to be more cautious and the Bo 
disbursement of savings more grad- 
ual. Thus while the inflation potential 
in accumulated liquid savings is sig- 60 
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realistic proportions, it is not ne- 
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Murray bill which, if adopted, would declare “full 
employment” a national policy and require advance 
“budgeting” of our entire economy to provide at all 
times greatest possible economic balance and max- 
imum employment. It points out the future trend; it 
also seems to indicate that in Administration eyes, 
deflation planning is as important as inflation plan- 
ning. 

How the bill will fare in Congress is a moot 
question at this writing. Constituting the most far- 
reaching proposal for Government planning ever 
seriously advanced in this country, it will run into 
strong opposition in both parties and even some of 
the bill’s proponents are frankly dubious over the 
chances of passage. Possibly it may be scrapped in 
favor of some other measure but the fundamental 
principle—systematic Federal action to guarantee 
jobs to everyone—will be the foundation of the lib- 
eral program from here on. If there have been any 
doubts on this score, the Vinson report has cleared 
the air. “Full employment” may be a political slogan 
or not (few think that it can be permanently 
achieved), but its mass appeal is enormous. Notwith- 
standing the seeming drift of Congress to the right, 
it is something to be reckoned with. 


Compensatory Measures 


The program is definite about the application of 
inflationary methods to spur business and boost em- 
ployment, and conversely, about turning on deflation 
levers if things threaten to get out of hand. It is far 
from certain whether stabilization of business cycles 
can be achieved in this manner; no one has so far 
been able to do it. It would be one of the biggest 
economic experiments ever undertaken in a capital- 
istic economy. 

Relating to our main question, inflation or defla- 

tion, implications of “full employment” are plainly 
inflationary, based as it is on Government deficit 
financing, if necessary, to stabilize the economy. This 
regardless of Mr. Vinson’s tax views, significance of 
which lies not so much in his recommendations but 
in their implications. Apart from postwar repeal of 
the Excess Profits Tax, he points to tax reductions 
far smaller than many expected. Under the circum- 
stances, this is not only understandable but sound 
doctrine—to a point. What with prospective postwar 
Federal expenditures running three times the peace- 
time figure, there doesn’t seem much room for sub- 
stantial general tax reductions. Nor is there if deficit 
financing is part and parcel of a long-term economic 
program. As proposed, the personal income tax will 
be the chief revenue source but whether it can be 
maintained—in the light of political realities, at levels 
high enough to compensate for Government spend- 
ing and obviate deficit financing is at least open to 
question. If it could, it would in itself constitute a 
potential strong deflationary factor calling for com- 
pensatory inflationary measures. For money that is 
being paid as taxes cannot be spent in the consumer 
market. The entire complex poses a delicate fiscal 
problem; to strike a balance so as to avoid dislocat- 
ing will not be simple. As Mr. Vinson admits in his 
report, appropriate use of budgetary policy for eco- 
nomic stabilization will require improvement of ex- 
isting techniques for fiscal planning; even then, the 
potential margin of error is always bound to be con- 
siderable. 
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The over-all program for a compensatory economy, 
as yet to be approved formally by the President as 
well as Congress,—and the latter will surely take its 
time about it—, clearly has short range as well as 
longer range importance. Immediate object is to tide 
the country over the earlier mentioned limited 
periods and temporary contingencies during transi- 
tion and in the early postwar without having the 
economy drop off in a deflationary spiral. The avowed 
longer range goal is maintenance of a high-level 
economy not only to assure maximum employment 
but to enable us to carry our enormously swollen na- 
tional debt without, again, plunging into deflation 
as a consequence of the debt service burden. An 
alternate aim is prevention of delayed inflation after 
an immediate deflation following VJ-Day. 

The program rests on three main pillars, and six 
subsidiary ones. The former are (1) tax revision to 
spur business and employment; (2) higher wages to 
offset the inevitable drop in take-home pay; and (3) 
a stable price structure at levels only slightly higher 
than those currently prevailing. The latter two 
points may offer a conflict difficult to reconcile. 

The six subsidiary points are: (1) Aid to small 
business; (2) vigorous competition by avoidance of 
greater concentration of economic power; (3) ag- 
gressive foreign trade promotion; (4) continued aid 
to farmers; (5) broadening and expansion of social 
benefits, and (6) a long-term public works program 
tied in with the Government’s fiscal policy, the latter 
to coordinate all programs that have either an infla- 
tionary or deflationary effect. 


Signpost for Future 


In the opinion of most observers, this is a program 
that either in this form or some variation thereof 
will guide Government actions for the next three or 
four years at least. Combined, the nine basic points 
tie in neatly with the trend of thought in White 
House and congressional circles. Thus while still in- 
official in the strictest sense, it is believed it will 
become more and more the platform on which the 
Administration will stand. 

To industry, the Vinson report is less reassuring, 
particularly in view of Mr. Vinson’s appointment as 
Secretary of the Treasury. Business and industry as 
a whole view with concern his embracement of the 
philosophy of a compensatory economy, a philosophy 
which they feel easily could—some say it is bound 
to—lead to disastrous consequences. Apart from its 
highly inflationary implications, the belief is that any 
attempt to maintain an artificially stimulated high- 
level economy for any length of time is chimercial, 
unless we are willing to submit to strictest regi- 
mentation and control along authoritarian lines. 
As Federal Reserve Board chairman Mariner Eccles 
recently pointed out, this would hardly be tolerated 
in peace-time; it certainly would be inconsistent with 
democratic free enterprise. 

On every possible evidence, the threat of inflation 
today is greater than it has ever been; its many 
symptoms have frequently been described in this 
publication. Yet it would be short-sighted to deny 
that deflation could happen under given conditions, 
as cited earlier in this article. It could, but it cannot 
definitely be predicted. If it should happen, the Gov- 
ernment will promptly step in to throttle it in its 
very beginning. How (Please turn to page 469) 
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Unloading in Casablanca 


The World Prepares for Postwar Trade 


BY ¥. L. HOROTH 


i gwd the fact that the ability of the Con- 
tinent of Europe to produce goods and do busi- 
ness has been seriously impaired, the present out- 
look for international trade during the immediate 
post-war years can be termed as excellent. The accu- 
mulated purchasing power in the countries of the 
British Empire, the Middle East and Latin America, 
and above all in the United States, is so enormous 
that it outweighs the impoverishment of Europe. 

At the same time the shortage of goods is equally 
huge, not only in Europe, but also in the countries 
where productive capacity has been expanded during 
the war, such as India and Latin America. Hence 
there is a basis for the interchange of goods, and 
the problem now facing the world is to restore trade 
as quickly as the available means of transportation 
permit, and without interference from various trade 
restricting measures. 


Excellent Outlook for U. S. A. 


The outlook is particularly excellent for imme- 
diate postwar trade between the United States and 
the rest of the world, for the simple reason that in 
this country we have the greatest accumulation of 
purchasing power and the largest facilities for sup- 
plying goods. By this time we have probably within 
our borders at least one-half of the world’s indus- 
trial capacity, as a result of the combination of two 
factors: (1) wartime expansion here, and (2) de- 
struction of a part of Europe’s industrial plant. It 
is in this country that the rehabilitation require- 
ments of devastated countries and the postponed de- 
mand for consumers’ and capital goods could be best 
satisfied. 

According to the Department of Commerce, im- 
port requirement schedules presented by various 
foreign missions indicate that for a period of at 
least a year or two, the aggregate demand for our 
goods will far exceed the available supplies. The 
priority system for many products for civilian use, 
such as tires, will have to be continued for some 
time, first among the domestic and foreign users 
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and later among various foreign importers. 

The reserve of gold and dollars which the world 
outside of the United States could use for buying 
our goods is now between $20 and $21 billion, or 
about five times as large as it was after the First 
World War. However, not all this money is likely to 
be spent, although William L. Clayton, Assistant 
Secretary of State, expressed an opinion that during 
the first five postwar years our exports might well 
exceed our imports by $15 to $20 billion. The spend- 
ing of foreign countries here is likely to depend on 
our current purchases of their goods and services. 
We will have to let them earn dollars somewhat 
more easily than was the case during the past 
twenty years, meaning that we will have to accept 
their goods and services on more favorable terms. 
In this respect the reduction of our duties on im- 
ports, and the facilitation of access to our huge 
market in general, would unquestionably prove the 
most effective step against the resurgence of eco- 
nomic nationalism during the postwar era. It is one 
of the essential requirements for the restoration of 
international trade on a multi-lateral basis. 


Sizeable Volume Seen 


At any rate, a sizeable volume of foreign trade 
appears to be definitely assured for the first few 
postwar years. The National Planning Association 
estimated some time ago that our exports might 
well reach $7 billion by 1950 and our imports $5 
billion, even if “we make no change in our prewar 
trade policies in respect to export promotion and 
import tariff.” Should large scale foreign lending 
develop after the war, it is not unlikely that our 
exports would reach $10 billion level and the im- 
ports $8 billion, figures anticipated by the Depart- 
ment of Commerce. 

As will be seen from the tables giving compari- 
sons with the years following the First World War, 
the forecast of $18 billion foreign trade for the 
United States is not at all out of line. Assuming 
that postwar prices will on the average be about 40 
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per cent higher than in 1938, the volume of our ex- 
ports corresponding to the $10 billion level would 
be about 35 per cent higher than before the war. 
This is about the same increase that our 1920 ex- 
ports showed over the 1913 figure. Also significant 
is the trend of European trade as compared with 
non-European trade. The importance of the Con- 
tinent in world trade will undoubtedly decline fur- 
ther after this war. 

The point is that the international exchange of 
goods during “the reconstruction” or “the replen- 
ishment” period is bound to be a huge one, even if 
there is a retention of exchange restrictions, trade 
preference, and visible and invisible tariffs, such as 
quotas and import-licensing which have been adopted 
during the war by practically all countries. Many 
wartime controls, particularly those regulating im- 
ports, will undoubtedly be continued during the re- 
conversion period even by Great Britain. 

Trade relaxations, insofar as they have been 
passed, simply aim at the alleviation of the war- 
created conditions rather than 
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purposes, there are no controls now on the trade of 
Australia and India with other sterling-area coun- 
tries, and some relaxation was also ordered for im- 
ports of machinery and spare part from the non- 
sterling countries. 

The real postwar problem in relation to foreign 
trade will begin when basic needs are satisfied. Then, 
unless the international trade channels are cleared 
and prewar and wartime-imposed trade restrictions 
lifted or modified, international exchange of goods 
is likely to taper off. The problem will be to dis- 
suade the countries from retaining the wartime con- 
trols longer than necessary and to prevent them 
from slipping back into the economic nationalism 
of the interwar period. 

Will this be possible? An answer is difficult. It 
will depend very much upon (1) the sense of con- 
fidence among the nations as to international politi- 
cal security; (2) upon the success of world coopera- 
tion in the field of trade and finance for which the 
foundations were laid at Bretton Woods and San 





Francisco; and (3) last but not 
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role in developing world economic cooperation and in 
fashioning trade policies, since various specialized 
agencies such as the International Monetary Fund, 
the International Bank and the International Labor 
Organization will be coordinated by it. The Council 
will also have authority to call international eco- 
nomic conferences and to prepare studies on eco- 
nomic problems for the guidance of the General 
Assembly with a view of avoiding the mistakes of 
the Interwar period. 

Both the International Monetary Fund and the 
International Bank for Reconstruction and Develop- 
ment, proposed at Bretton Woods and already ap- 
proved by the House, should also prove of great 
benefit in the expansion of international trade. One 
of the expressed purposes of the Fund is to “facili- 
tate the expansion and balanced growth of interna- 
tional trade (through the promotion of exchange 
stability) and to assist in the establishment of a 
multilateral system of payments . .. and in the 
elimination of foreign exchange restrictions which 
hamper the growth of trade.” 

Similarly, one of the purposes of the Bank is to 
“promote the long range balanced growth of inter- 
national trade by encouraging international invest- 
ment for the development of the productive re- 
sources of the member countries.” If the capital 
loans that the Bank is to approve are really well 
placed, then they should result in building up for- 
eign countries and in increasing their purchasing 
power for goods from abroad. While the World Bank 
could underwrite loans up to about $2 billion a year 
for a number of years, the Stabilization Fund could 
provide eventually as much as $2.8 billion to coun- 
tries short of dollars. Hence there will be dollars 
available in addition to current earnings and com- 
mercial credits, should the wartime accumulated 
dollar and gold supplies be spent during the “re- 
plenishment” period. 

Although no date has been set as yet for the in- 
ternational economic conference, this body should 
decide upon a practical policy aiming at reducing 
tariff barriers and at the stemming of the tide of 
economic nationalism during the post-war period. 
There are many signs that individual countries will 
favor restrictive policies as a means of escape from 
post-war difficulties. Tariffs have almost invariably 
increased after wars. After the First World War, 
for example, tariffs were raised during the period 
of the trade slump that followed the reconstruction 
boom of 1919 and 1920. France, Italy, Spain, Switz- 
erland, Australia, and India, to name just a few 
countries, raised import duties either to protect 
their new industries or to counteract (Switzerland 
and Spain) the currency depreciation abroad. In this 
country we had the Emergency Duties Act of 1921 
and the Fordney-McCumber Act of 1922. 

Contrary to the expectation, the recent relaxa- 
tion of our export controls and procedures has been 
followed, particularly in Latin America, by the ex- 
tension of Government control over imports. Restric- 
tive import controls were broadened in Colombia, 
Mexico and Brazil, while Ecuador, Venezuela, and 
Bolivia extended import-licensing. In Mexico, and 
more recently in Nicaragua, a substantial increase 
in import duties was adopted. Early this year, Peru 
established a system of exchange control, apparently 
with a purpose to supervise the spending abroad. 


JULY 21, 1945 








There may be some truth in the quip that in post- 
war Latin America, anxious to protect “the infant 
industries” and provide employment, tariff raising 
will be one of the major economic activities. In Ar- 
gentina, for example, the Finance Minister is re- 
ported to be seeking the power to raise or lower 
the existing tariff rates by 50 per cent and to impose 
20 per cent ad valorem duties on goods that thus 
far have been on a free list. 

Import controls aiming at the protection of in- 
dustries introduced during the war have also been 
adopted in Egypt. Australian and Indian Govern- 
ments are likewise being pressed to grant additional 
protection and there is little doubt that they will 
not refuse it. 

While there are indications that the newly-indus- 
trialized countries will seek to protect their indus- 
tries behind tariff barriers, the United States has 
taken an important step to lower the barriers to in- 
ternational trade by extending the Reciprocal Trade 
Agreements Act for three more years to June 1948. 
The (Doughton) Bill also permits tariff reductions 
of as much as 50 per cent of the rates in effect on 
January 1, 1945, rather than basing such reductions 
on the 1934 rates. Since the rates on some 40 per 
cent of our imports have already been reduced by 
50 per cent, a cut of 75 per cent below the original 
Smoot-Hawley tariff rates will be possible for this 
category of imports. On some 22 per cent of our 
imports rates have been reduced from 1 to 49 per 
cent since 1934; now an additional reduction of 50 
per cent can be made from the present level. The 
remaining 38 per cent of our imports have not yet 
been affected by any tariff reductions. As a whole, 
it is estimated that reciprocal trade agreements have 
reduced the Smoot-Hawley (Please turn to page 457) 








World Trade Index 1900-1938 














(1913 = 100) | 
Value of Trade Volume of Trade 
Trade of Trade of 
Non- U.S. World Non- U.S. World | 
Europe Europe Exports Trade Europe Europe Exports Trade | 
1900 55 45 51 66 54 62 | 
1905-09 72 67 70 «81 74 78 | 


1913 100 100 100 100 = 100 100 100 100 | 
1920 145 238 329 181 64 105 130 80 | 
1921 102 144 178 118 69 97 113 80 
| 1924-28 139 203 194 164 97 141 114 
1929 153 216 209 bAee 012 158 200 130 
1932 64 76 64 69 89 108 104 96 





1936 98 «111 18112 | 
| 1937 134138 159126 | 
| 1938 124 120 159116 | 
1950 309 a) 220(a) 
| 405(b) 289(b) 





| (a)—Based on the estimate that postwar exports will reach the 

| $7 billion level and the export prices will be about 40 per 

| cent higher than in 1938. 

| (b)—Estimate of $10 billion for postwar exports used. 

| Source: League of Nations Yearbooks, German Yearbooks, U. S. | 
Statistical Abstract. 
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BY P. T. SHELDRICK 


pene VE-Day, strikes, 
lockouts and plant 
seizures due to labor 
troubles have been 
mounting apace. Only re- 
cently, the Army was 
forced to intervene in the 
Chicago truck strike. 
Stepping in roughly, some 7,000 soldier guards and 
drivers took over. Local police promptly jailed trouble 
makers and draft boards began reclassifying deferred 
strikers. Because it was war time, the Government 
was being tough. 

Another example. Akron, Ohio, vital rubber indus- 
try center, a few weeks back was almost unproduc- 
tive. A strike at the Goodyear plants had been fol- 
lowed by a walkout at Firestone. Together these dis- 
putes over wages and a long list of other demands 
had made some 33,000 workers idle. In this instance, 
the Navy stepped in by taking over Goodyear. The 
intervention delayed the thorough testing of a new 
NWLB weapon—revocation of fringe benefits previ- 
ously granted to rubber workers—a move resorted 
to because of recognition of the hard fact that while 
Government seizure may end most strikes, it settles 
few disputes. 

Back of this new approach in the Goodyear case 
was one overriding reason. It has become clear that 
an increasing amount of labor trouble looms ahead. 
Unless a device to end strikes is found to replace the 
wartime pattern of seizing plants, a vast section of 
American industry may eventually be operated by 
the Government before the Pacific war ends. And 
ultimate Federal withdrawal may well be merely a 
signal for resumption of hostilities. 


A New Club 


Hence, for the first time, the attempt to use this 
new club to discipline recalcitrant labor unions by 
withdrawal of economic benefits, to penalize undisci- 
plined union conduct in dollar and cents terms. The 
new approach, due to Navy ‘intervention, did not 
have an adequate test, thus it is impossible to say 
how effective it might be. But it nevertheless poses 
the question: How tough could the Government be 
in case of serious postwar labor trouble? For clearly, 
a new and workable labor policy is needed to assure 
industrial harmony, and therefore economic stabil- 
ity, during the critical reconversion era. 

Right now, labor’s no-strike pledge faces its most 
crucial test since we entered the war. Union leaders 


418 


Philip D. Gendreon 


RELATIONS 


Enter 
a New Phase 


are finding it ever more difficult to hold the 
rank and file to that pledge—now that the 
war in Europe is over. Official strike figures 
tell the story; almost every day in recent 
weeks, the U. S. Conciliation Service had 
from 30 to 50 strikes on its labor dispute list 
compared with 10 to 20 before Germany sur- 
rendered. The feeling is that more trouble 
lies ahead. How to deal with restive labor on the eve 
of vital economic shifts has become a pressing 
problem. 

The proposed new Federal Industrial Relations Act 
is an attempt to solve it. Whatever its exact merits 
or its ultimate fate, there can be no quesion of its 
timeliness, of the urgent need for a revised national 
labor policy, one effective enough to cope with the 
unrest that is now sweeping the labor front in its 
attempt to preserve its wartime gains. The bill, in- 
troduced by Senators Burton, Ball and Hatch, would 
expect Congress to write into law a whole new series 
of controls over relations between employers and 
workers so as to check strikes and hold labor unions 
accountable for their acts. It is a comprehensive 
blueprint for industrial peace, far-reaching in its de- 
parture from current procedure. 


What It Would Do 





Specifically, it would scrap the National Labor 
Relations Board, the National War Labor Board and 
the Conciliation Service of the Department of Labor. 
Instead, it would establish a five-man Federal Labor 
Relations Board for all conciliation and mediation, 
and compel arbitration of all grievance cases and all 
other cases where a strike would result in “severe 
hardship to the public.” It would establish a three- 
man unfair-labor-practices tribunal for abuses by 
labor as well as management and outlaw as Federal 
offenses such labor abuses as slow-downs and dis- 
crimination against an employer. It would give Fed- 
eral courts power to enforce all decisions of the two 
boards, and to hear appeals. It would revise the Wag- 
ner Act to allow a closed shop only if (1) 75% of the 
workers elect the union; (2) 60% of the workers 
ratify the contract; (3) union membership is open to 
all qualified persons, and (4) no union member is 
expelled without written charges filed after a hear- 
ing. And finally, the bill would exempt from the pro- 
visions of the Federal labor laws all disputes involv- 
ing less than twenty workers and all those not 
engaged in interstate commerce. 

In actual effect, the proposal would change the 
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Wagner Act almost beyond recognition. In narrow- 
ing the latter’s coverage to include only employees 
directly engaged in interstate commerce and exclude 
those in establishments with less than twenty work- 
ers, the bill in a sense would seem to point to a with- 
drawal of Federal interest. The right of workers to 
join unions of their own choosing would remain but 
the procedure for choosing collective bargaining rep- 
resentatives would be revised, unfair labor practices 
would be redefined to include union as well as em- 
ployer actions. Among practices listed as unfair for 
both unions and employers would be participation in 
any cessation, interruption or variation of employ- 
ment relations in violation of a written agreement, 
or of provisions of the Industrial Relations Act, or 
of other legal requirements. Strikes other than these 
would not be forbidden, and the right to strike would 
continue fully recognized. 


Labor’s Reaction 


As was to be expected, labor’s reaction to the pro- 
posal was quick and unrestrained. Setting the key- 
note, William Green, president of the AFL, told the 
world that “organized labor has fought compulsory 
arbitration since its earliest days as the first step 
toward involuntary servitude. We will not give up 
that fight now.” John L. Lewis of the United Mine 
Workers strongly denounced the “cleverly designed 
ripper bill which would regiment American workers.” 
Phillip Murray, president of the C.I.0., declared it 
was the “most bald-faced attempt to destroy labor 
unions.” 

In providing for compulsory arbitration, a feature 
which has considerable popular appeal, the new bill 
of course draws not only hostility of unions but of 
organized management as well. The compulsory arbi- 
tration clause, union spokesmen say, could be inter- 
preted to include under “public services” all unions 
in the coal, steel, electrical, aircraft, farm, shipping, 
transportation and construction industries. And al- 
most any dispute could be classed as a “grievance 
case,” they feel. Organized management, on its part, 
considers compulsory arbitration a serious invasion 
of freedom and something that eventually may lead 
to compulsory union membership. 

Thus caught between two fires but particularly 
headed for intense labor opposition, prospects are 
dim that the bill could be passed in its original form. 
However, some revision of the present Federal pol- 
icy toward labor appears inevitable. Whatever hap- 
pens to the BBH bill, it will inevitably stimulate 
wide discussion of what may be a proper legislative 
approach to labor problems and focus congressional 
attention on the shortcomings of existing statutes 
and controls. Eventually, a new law embodying a 
new and more workable labor policy is almost certain 
to emerge. 

Compulsory arbitration, it appears, is out; rather 
the prospect is for expansion of the Government 
mediation machinery, perhaps through the Depart- 
ment of Labor under its new and aggressive head. 
Fact is that wartime experience of management and 
labor with WLB’s compulsory arbitration has left 
both pretty unhappy, just as the Connally-Smith 
Labor Law has created more trouble than it. has 
eliminated. Opponents of the BBH bill argue, and 
not without logic, that benefits of compulsory arbi- 
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tration would be outweighed by the inevitable conse- 
quence of ultimate and permanent fixing of wages— 
and thereby prices—by the Government. Manage- 
ment seems to share this viewpoint; it finds that 
labor leaders, whatever their extravagance of lan- 
guage, are wholly justified in rejecting compulsory 
arbitration, perhaps the one and only point on which 
both parties see eye to eye. 

Another doubtful point is the bill’s narrowing of 
the definition of interstate commerce that has grown 
up under the Wagner Act, something that might re- 
sult in exemption of as many as 1,500,000 workers 
in over 250,000 manufacturing establishments. It 
has little chance. Most likely it will be voted down 
on the ground that it would unstabilize labor rela- 
tions in the reconversion period when the damage of 
strikes would be greatest. Instead of the apparently 
implied Government retreat, the prospect is rather 
for greater than less Government activity in labor 
relations. Also, action to limit the closed shop is 
highly improbable but there may well be wider ap- 
plication of NLRB’s policy of reviewing and revok- 
ing union’s certifications if they discriminate against 
members and groups of workers. This may become a 
major weapon for policing union conduct. 

Above all, labor unions object to—and manage- 
ment favors—those provisions of the new bill that 
would bring some sort of balance into the Wagner 
Act. Labor opposition clearly signifies that it wants 
to continue to make it illegal under Federal law for 
employers to coerce, intimidate or even discourage 
employees from joining unions. But labor denounces 
in unbridled terms any effort—such as under the 
BBH bill—to make it equally illegal for unions to 
intimidate or coerce employees into joining them. 

Under the circumstances, a bitter fight looms 
ahead; the BBH bill will have rough sailing in Con- 
gress and there is no telling in what form it will 
ultimately emerge from the congressional hopper. 
The prospect is that whatever is ultimately drawn 
up for a new Federal labor policy will be some bar- 
gain struck between the clashing interests of labor 
and management. In the process, much discussion 
will be stirred up; while debate may be heated, it 
should also be salutary insofar as it will provide both 
management and labor with an opportunity to study 
and weigh the various recommendations and policies, 
to review in a realistic (Please turn to page 454) 
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By E. K. T. 


HOME BUILDING industry’s plan to get one million 
dwellings in construction within a year after victory 
over Japan is shaping up as wishful thinking. The 
lumber industry sees one-half that number an un- 
attainable goal with present supply prospects. The 
$8,000 ceiling on standard one-family homes also is 
likely to be abandoned, increased about 25 per cent. 





Washington Sees: 


Introduction of the Rankin bill to exempt war 
veterans from the closed shop provision of union 
contracts launches a legislative technic which may 
furnish a model for pressure groups in many 


fields. 


It is safe to say that the Rankin proposal will 
not be accepted by congress. The Mississippian 
has tipped his hand by pointing out that the 
bill would allow veterans to take jobs vacated by 
strikers. But the real danger lies in the suggestion 
it makes to various blocs to tie in long dis- 
credited campaigns with real or imagined bene- 
fits to returning warriors, thereby winning veteran 
support for enactment. 


Rankin is one of the anti-labor group which 
long has fought the closed shop. Isolated from 
other matters, his aim would have less chance 
of receiving legislative support today than at 
any time in the past, but Rankin evidently be- 
lieves linking it with veterans benefit might put 
it over. 


The technic is not new. A dozen years ago, 
wholly extraneous bills carried preambles asso- 
ciating them immediately with national recovery; 
preparedness and the war effort have been the 
excuses for legislative tries in the past six years 
which have had little to do with either. They led 
to misunderstandings, wranglings, divisions, and 
delays in passing needed laws. It is safe to 
forecast that the veterans hookup will produce 
similar results. 





That will raise havoc with a basic statistic in public 
and private post-war prospectuses. 


WAR FRAUD prosecutions. will move into high gear 
as soon as the new Attorney General, Tom C. Clark, 
completes organization of a special staff of attor- 
neys for that purpose. Clark plans a team of special- 
ists who will be headquartered in Washington but 
will go to District Courts wherever indictments are 
sought. Justice Department’s regular force will 
move against black marketers, abuses in surplus 
property disposal. Selection of a special staff will 
prevent long delay in contract fraud litigation. 


BYRNES appointment as Secretary of State empha- 
sizes changes the past century has wrought in that 
function. The transatlantic telephone now serves 
where ponderous note exchanges once were thought 
necessary; experts have at fingertips the answers 
which the Secretary formerly was presumed to 
carry in his mind; good horse-trading has shunted 
formality aside. Byrnes never served on the foreign 
relations committee or practiced international law. 
But he’s a master at putting ideas over, winning 
support for them. The value of that facility was 
demonstrated at San Francisco. 


TAX AID for business faces delay in the senate until 
a vote has been taken on the Charter. House-ap- 
proved changes that would make about 5.5 billion 
dollars available during the reconversion period 
await only ratification of UNCIO; then will be voted 
with promptness. Without disturbing individual or 
corporation income tax rates, the measure will ease 
the swingback to peacetime production by more 
liberal exemption from excess profits taxes, speed- 
ing postwar rebates. 


“SWINDLE, INC.” is simply a newspaper headline- 
capturing device by which Oklahoma’s Representa- 
tive Boren contrived to, and succeeded in, focusing 
attention upon plans for re-examination of the Hold- 
ing Company Act. That legislation has been in opera- 
tion for “shakedown cruise” length, would have 
been gone over long before now had not the war 
commanded undivided attention. The technic of gen- 
eralities was relied upon to help build up a file of 
supporting evidence. 
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Appointment of Fred Vinson as Treasury Secretary put an 
end to speculation that an eastern financier would be the choice 
of President Truman. Friends finally had convinced the Chief 
Executive that his home state of Missouri, and points west, were 
dominating the government, causing criticism. 

















Had Morgenthau been released earlier, the new Secretary 
very likely would have been Federal Loan Administrator Snyder 
who comes from St. Louis -- too. 











Second only to Snyder in Washington forecasts was 
Senator George of Georgia. But there were strong reasons why he 
Should never have been made a likely contender in the early 
betting. 1. He didn't want the job. 2. President Truman will 
need his friendly vote in the senate as post-war problems 
develop. 3. He would have reversed the Administration's program 
for no general tax reductions until victory is achieved over 


Japan. 


Business has lost one friend, one critic, in recent judicial changes here. 
Justice Owen Roberts of the U. S. Supreme Court was essentially a conservative. His 
background before he donned the judicial robes was not politics but corporation law. 
He was a prime dissenter in the heyday of "social" legislation. 


























Justice Thurman Arnold of the Court of Appeals, on the other hand, has had 
his sights set on "big business" since his college days. He gloried in the title 
"trust buster." 











Federal agencies wait the end of war to resume peacetime activities, one of 
which is proceedings against business for "unfair competition," assertedly contuma- 
cious attitude toward regulations as distinguished from statutes. Many of these 
cases are brought here (against firms "doing business in the District of Columbia"), 
and they reach the Court of Appeals enroute to the Supreme Court. 














Strike situation has been improved by return of 17,000 glass workers to theii 
jobs, but jurisdictional strife in the Detroit area keeps the picture gloomy. As 
predicted, cutbacks in war orders, with loss of overtime pay is creating job 
jitters, weakening of the structure of management-labor relations. 











First impact of these fears has been the jurisdictional strike. Detroit is 
but symptomatic. There will be repetitions. Brought into focus is lack of effec- 
tive legislation to cope with work stoppages. Crackdowns by labor czars and 
federal agencies are proving equally ineffective. 











One result of the situation is an increasing support for the Ball-Barton- 
Hatch labor relations code. But as of today there still isn't sufficient strength 
on the horizon to give any promise of its enactment. 








Businessmen plan to spend approximately 4.5 billion dollars for plant equip- 
ment and alterations in the fiscal year which began July 1. That would be three 
times the pre-war average (1937-1940) and way above the 1929 peak of 2.75 billions. 
Breakdown: 30 per cent for plant; 50 per cent for machinery and equipment; 20 per 
cent for alterations. 











UNCIO charter is headed for speedy approval. Fewer than five opposing votes 
are forecast. And those will go against specific features not the main draft. 
Amendments will be offered and rejected, thereby identifying the bases for "no" 
votes. 








Survey of selling prices of factories, gauged on the basis of asking price 
for typical, modern, one-story types, tell an interesting story. 
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Higher selling prices were found in 52 of the cities studied. The advance 
was not more than 15 per cent for the average city but ran as high as 25 per cent 
in 1 out of 6 cities. Prices stayed at last year's level in 44 per cent of the 

cities; slumped in 4 per cent. 

















Modern factories, says the National Association of Real Estate Boards, are 
selling at less than reproduction cost in 67 per cent of the cities; in more than 
one-half of these at 25 per cent below reproduction cost. 


















Economy axe has hacked away funds with which United States Employment 
Service planned to open and operate 600 additional local offices. USES had sold 
the idea to congressional committees, had set up the framework, before 1lth hour 
switch came. 














Deepest cut in the economy program fell to the War Production Board. Cut 
present payrolls from 12,300 to 5,000 persons within the new fiscal year, congress 
directed Chairman J. A. Krug. 











Foremen's right to organize in labor unions for purposes of collective 
bargaining, has a new supporter in the person of Paul M. Herzog, 39-year-old-lawyer 
who has succeeded Harry Millis as chairman of the National Labor Relations Board. 











NLRB recently reversed its position on.foremen in unions, abandoned the 
attitude that supervisory workers are too closely identified with management to 
permit organization. As chairman of New York State Labor Board, Herzog wrote a 
matching opinion in a case involving a bus line. 











Folders of legalistic WPB orders tell the story of reconversion's begin- 
nings, but it's a deceptive one. Dozens of items of civilian manufacture have been 
released from limitation orders all down the line or for spot reconversion. 

The orders do not implement themselves. 











Businessmen and industrialists coming to the Capital are being told in all 
cases involving cancelled limitation orders that formerly controlled materials may 
be used for peacetime manufacture "if you can get them." Fact is that the materials 
usually aren't available. 














Government food management investigations will follow a blistering attack by 
the house appropriations committee. The survey laid emphasis on losses and misman- 
agement in shipping and storage. It asked periodic reports and urged seeccsiehinnanata 
And Congress, sensing a welcome lightning rod, will shift blame. 











Economists will replace politicians on the top level. But congressional 
action giving Secretary Anderson power to veto OPA will have the effect of delaying 
regulations. Big chains have been asked to spotlight the difficulties, something 
they have tried in vain to do for several years. 











Surplus food sales policy, widely heralded as a new approach, actually is 
the War Food Administration program. Order of preference will be original vendor. 
wholesalers, chains and voluntaries -=- then others. Export will be permitted only 
on proof there is no shortage of the affected commodity in the United States. 














Congress and the agencies believe the problems of export have been cured. 
Sales abroad at world market level will be permitted only when there is guarantee 
against re-import. Stocks abroad won't be promiscuously sold; they'll be brought 
back where a shortage here is established. 

















New food allocations on a worldwide basis are in the course of preparation. 
They will be announced shortly. The outlook isn't good. One authority appraises 
the domestic situation for the rest of 1945 in one word: terrific. 
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SURVEY OF LOW-PRICED STOCK FAVORITES 
Now in the Market Limelight 


os 8. FF. FRAVIS 




















oe individual stocks become exceptionally 
active in a rising market there are always rea- 
sons for it. The reasons may be well-founded,. or 
they may be specious. In the great majority of in- 
stances, however, the spectacularly active stocks 
have one thing in common: they are low-priced and 
quite speculative. Hence, “excitement” in them— 
abetted no little by tipster services or tipster brokers 
—is just a manifestation of the gambling tendencies 
which eventually develop on the fringes of every bull 
— There are exeeptions, which only prove the 
rule. 

An ironical fact is that high margin requirements, 
designed to discourage over-speculation in general, 
tend to concentrate the gambling type of demand all 
the more in the lowest price stocks. When specula- 
tors have to put up $15 to buy $20 stocks, many of 
them will prefer to trade in $10 stocks, which re- 
quire cash purchase. A given sum of money will buy 
50 per cent more shares of the $10 stock for cash 
| than of the $20 stock on a 75 per cent margin. The 
fact that it is a cash operation does not make it the 
less speculative in motive or end results. 

In a market reaction, naturally the sharpest per- 
/ centage set-backs usually are experienced in stocks 
| which only a short while before had been “boiling”’ 
or, as the tipsters put it, “hot.” As this is written, 
_ most of the stocks listed in the accompanying tabu- 
lation are already down quite substantially from 
their late-June or early-July highs. If any of them are 
attractive longer-term speculations — on calculated 


potentials, rather than as mere gambling counters 
—they are all the more so at the price concessions 
brought about by reaction. It is on that inquiry that 
this article will be chiefly focused, involving discus- 
sion—necessarily brief—of the tabulated stocks. 

These 30 equities have not been “selected” by the 
writer. They are simply stocks which—as indicated 
by activity and movement in recent weeks—the spec- 
ulative public has gone for in a big way. Before 
taking a look at them individually, one more general- 
ization is in order. I have tabulated, for all of them, 
four major market price swings since 1937. The gen- 
eral picture, with a few exceptions, is like that given 
by the wooden horses on a merry-go-round: rythmic 
movement, without getting anywhere. They go up 
and down in the market cycle. None of them is at a 
low point in that cycle. Whether or not some of them 
go considerably higher before this bull market runs 
its course, the longer-term risk factor obviously has 
been greatly increased by the huge average percent- 
age rise from the 1942 lows. For about a third of the 
tabulated stocks that rise, to recent highs, exceeded 
1,000 per cent. For the 30 stocks it has averaged 731 
per cent! 


Past and Future 


There was no public enthusiasm over these stocks 
when they were really on the speculative bargain 
counter in 1942 or 1938. After so great a rise, it 
should be manifest that the potentiality for addi- 












































Statistics on Market Swings and Earnings 
Net per Share 
1937 1938 1939 1942 Recent %, Rise from *Best 

Company High Low High Low High 1942 Low 1944 Prewar 
American Power & Light... 16!/ 31/4 7 VV, 7% 1475% $1.75 $0.60 
American Woolen |... 1434 3, 15\/, 3% =29"/, 707 7.89 (d)0.35 
PINOUT ee COs Fe 13% 3% 8%, 2/2 10", 308 1.92 0.73 
Aviation Corporation .......... ache "4 2'/5 95% 2% 9/ 245 0.54 0.07 
Baltimore & Ohio 00 40! 4 8%, 25%, 28% 1000 7.24 0.85 
Braniff Airways .........- pk aes (a) (a) (a) 2% 2b! 1135 0.77 0.11 
Budd Manufacturing 14% 3%, 24 «17 655 0.65 0.48 
Canadian Pacific 171, 5 6l/, 3% «19! 477 2.21 0.32 
Columbia Gas & Electric. 20% 5\/, 9 1 7'/p 650 0.59 0.57 
Commonwealth & Southern... ; 4\/, 1 2" 5/32 1%, 1050 0.07 0.18 
Curtiss-Wright — 3, «13% 5% Ti/y 28 E 1.40 0.39 
Elschicirower @ Liotta | OER bl, 123% % 10, 1250 E0.15 1.17 
Erie Railroad (b) ib) (b) 4%_ 20/2 320 2.30 e)1.32 
Graham-Paige Motors 4%, ¥, 1, 9/16 8l/, 1344 0.38 (d)0.18 
Hayes Manufacturing 8 Wg 43, Ie 11% 1185 0.84 (d)0.06 

*—Of period 1936-1939. (a)—Stock not listed prior to 1941. 

E—Estimated. (b)—Present stock listed in 1941 after reorganization. 

(c)—Adjusted to present capitalization. (d)—Deficit. 
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tional percentage gain can not be nearly so “hot” as 
the tardy buyers in this fourth year of the bull mar- 
ket have imagined. 


Among stocks recently in the speculative lime- 
light, public utility holding company issues have 
been particularly prominent. They are near the top 
of the list in both activity and percentage gain. Six 
of them are in the accompanying table. American 
Power & Light, though speculative, is not without 
real merit. The current indicated liquidating value is 
estimated at about $8.50 a share, which is moder- 
ately more than the market price. There is a reason- 
able chance that still higher ultimate value will be 
realized by the common shareholders out of the in- 
tegration of this system. Columbia Gas & Electric is 













But at recent high it was not far from double the 
probable liquidating value. National Power & Light 
is priced moderately under estimated liquidating 
value of about $12 a share, but in view of the uncer- 
tainties involved in its complicated dissolution plans 
it can not be considered cheap. United Corp. com. 
mon is “under water,” without any earning power 
or asset value. Those who bought it at recent high 
of 3 might just as well have bet on the horse races, 
If they win anything, put it down to luck, not judg- 
ment. 

Among the other issues tabulated one of the most 
fascinating spectacles has been to see American 
Woolen common advance to a high of 2914, which 
was over double its 1937 bull market high and even 
appreciably above the highest price it reached in the 






































priced above the current estimated liquidating value , : . 
of around $5.80 a share and hence is in a propor- Yoaring—and eventually disastrous—speculation of 
tionately speculative market position, though the 1929. The company has been earning good money in 
company itself is a relatively strong one. However, the war years but peacetime potentials seem dubious 
its integration prospect is somewhat complicated and in view of the fact that nothing was earned on the 
its owned reserves of natural gas, which have pro- Common between 1924 and 1939 or over a period of 15 
vided around 60 per cent of revenues, have been Years. Arrears on the preferred are $67.25 a share. 
depleted to the point requiring largely increased pur- Even if earnings remained at the 1944 wartime level 
chases from outside sources. and even if all of them were paid to preferred share- 
holders, it would take eight years to liquidate the 
arrears. Of course, they won’t be liquidated in cash. 
Commonwealth and Southern Maybe there will be a recapitalization, but it is hard 
; J to see how the common shareholders could get out 
Commonwealth & Southern common is a radical of it anything except an equity more diluted than 
speculation, with estimated current liquidating value the present one. The stock, although already down 
of only 96 cents a share. In no case is currently indi- sharply from the high, is still greatly over-priced on 
cated liquidating value assured of realization. It rises intrinsic worth. T 
with the rise in market prices of operating company 
securities owned by the holding company; and falls Armour and Wilson hai 
when the reverse occurs—magnified, each way, by cor 
the leverage in the holding company equity. It is The two meat packing companies, Armour and nis 
much like the asset values of investment trust Wilson, have translated wartime prosperity into 
stocks. In the writer’s view, holding company stocks marked improvement in financial position, but the on 
should sell at a substantial discount from the liqui- jndustry is one of inferior long-term return on capi- - 
dating value indicated at any given time. Instead, ta] investment and narrow profit margins. For that ve 
Commonwealth & Southern, at its recent high, was reason, stockholders probably will ride through this a 
at a premium of over 80 per cent above its value. cycle with either no dividend return, or small token * 
Electric Power & Light has enough merit to be a payments at best, while the managements put by 7 
good speculation—when it was much lower in price. some fat for rainy later (Please turn to page 450) mas 
me 
the 
Statistics on Market Swings and Earnings—Continued - 
Net per Share oe 
1937 1938 1939 1942 Recent % Rise from *Best i 
Company High Low High Low High 1942 Low 1944 Prewar mt 
Kombat <cily Southere 29 5l/, 11" 2%, 29% 986%, $7.02 $0.01 ah 
Mengel Company ........ 163% 3, 6% 43%, 23 425 1.72 0.47 for 
Missouri-Kansas-Texas R. R. Sect 9%, 1!) 2% 7/16 16%, 2300 1.78 (d)5.93 We 
National Power & Light chats 14%, 5 10 1 1% 658 0.79 1237 ah 
New York Central R. R. 55\/, 10 23%, 654, 321%, 387 5.55 1.72 e 
North American Aviation 17% 5Y_ 29/4 W, 14/4 54 2.44 2.06 pe 
Packard Motor Company 123% 3%, 4%, 1% 73%, 313 0.27 0.47 
Pressed Steel Car 31% 4%, 16!/, 552 21% 288 2.23 1.05 M: 
Radio Corporation of America 12% 43%, 8!/, 22 13% 455 0.51 0.42 Ay 
Republic Aviation 6!/ 1%, 7%, 2% lh 313 3.76 (d)0.17 
Republic Steel 47\/, WY, 28!/2 13% 26 94 1.44 1.74 
United Corporation ates my 87, 2 3%, 7/32 3 1271 (d)0.17 0.22 
Warner Brothers Nad i MS 3%, 6%, 4, 18!/, 335 1.88 1.48 
Willys-Overland . ae 5I/ 1% 3%, 13%, 26%, 1890 os 0.14 
Wilson & Company 1214, 3 7h, 35, +15% 324 73 1.06 
‘ *—Of period 1936-1939. (a)—Stock not listed prior to 1941. o 
E—Estimated. (b)—Present stock listed in 1941 after reorganization. . 
(c)—Adjusted to present capitalization. (d)—Deficit. 
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} maintain a satisfactory dependable income from 
security investments and to protect—if not en- 
hance—capital values in face of constantly changing 
conditions has always been a primary investment 
consideration. In these times of rapid and frequently 
profound shifts in outlook—with often incisive re- 
percussions on investments—the need for watchful- 
ness hardly requires emphasis. More than ever, in- 
vestors must be alert, must keep posted on trends 
and developments to guard against risks and take 
advantage of opportunities. Methodical review and 
judicious stock-taking is indispensable for invest- 
ment success. 

Equity values are never static. Even under nor- 
mal conditions, changing circumstances can affect 
the investment status of securities in an entire in- 
dustry. This is doubly true today as we head into 
the decisive economic changes inevitable as the after- 
math of the ending of the war in Europe—as we 
must begin to give serious thought to what lies 
ahead when global peace is restored. To keep in- 
formed and prepared against contingencies has al- 
ways paid off. It will be no less so in the months 
ahead that mark our final passage through war to 
peace. 

It is to serve this need for watchfulness that the 
Magazine of Wall Street presents its Security Re- 
Appraisals and Dividend Forecasts at six months 








PART I 


Prospect and Ratings for Building Stocks, 
Rails, Food Industry Shares and Tobaccos 


intervals in addition to its regular coverage of eco- 
nomic and industrial developments of importance to 
investors. To make ths service of maximum useful- 
ness to readers who collectively own shares in many 
hundreds of corporations, and especially to permit 
convenient comparative evaluations of holdings, we 
have endeavored to present as concisely as possible 
the most pertinent information and ratings on the 
maximum possible number of companies. Each tabu- 
lation is preceded by an amply extensive analysis of 
the position and prospects of the respective industry. 
When studied jointly and carefully, we believe that 
the material offered constitutes the most practical 
and useful ‘“‘bird’s-eye” view that can be devised. 

The key to our ratings of investment quality and 
current earnings trend of the individual stocks—the 
last column in the tables, preceding comment—is as 
follows: A+++, Top Quality; A, High Grade; B, Good; 
B—, Medium; C+, Fair; C, Marginal; while the 
accompanying numerals indicate current earnings 
trends thus: 1—Upward; 2—Steady; 3—Down- 
ward. For example: Al denotes a stock of High 
Grade investment quality with an Upward current 
earnings trend. 

Stocks marked with a W in the tabulations are 
recommended for income return. Issues regarded as 
having above average appreciation potentials are de- 
noted by the letter X. 




















A REALISTIC APPRAISAL OF 
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BY J. C. CLIFFORD 


ITH VE-Day come and gone, the construction 
: industry assumes increasing headline impor- 
tance as the number one reliance upon which to base 
hopes and expectations of re-employment on a large 
scale. Small wonder that an industry ranking only 
second to agriculture, accounting for about 11% of 
the national economy and normally the second largest 
employer of labor should figure high in the scale 
of potential industrial activity imperative for the 
nation’s welfare during the difficult days now closer 
than ever at hand. And the stage is all set with an 
enormous backlog of contemplated public and pri- 
vate expenditures for building which for many years 
to come promise to strain the industry’s capacity 
to the limit. 

Shareholders in leading building industry con- 
cerns envisaging just such bright potentals have 
refused to exhibit concern during three years of 
drastic volume decline from the war-induced peak 
level of 1942. Stock prices of many companies in 
the group have heid up exceptionally well in the 
face of this adverse factor, indeed often registering 
progressive new highs during recent market ad- 
vances, and dividends generally have been well main- 
tained. As matters now stand, with prospects of a 
prolonged boom nearer reality, the main question 
facing investors is whether or not prices have too 
liberally discounted the promising outlook, and in 
searching for an answer a clearer understanding of 
the general situation facing the industry and its 
widely differing components is essential. 


Industry Marking Time 


Thus far in 1945, the industry has more or less 
continued to mark time, construction expenditures 
in the United States during the first quarter falling 
to a new low compared with any similar period since 
Pearl Harbor. Private construction outlays, to be 
sure, in amounting to $581 million showed a gain of 
about 15% over relative figures for both 1943 and 
1944, but public expenditures declined to $479 mil- 
lion, a drop of 16% compared with 1944 and 75% 
below the same period in 1943. On the average, 
however, expenditures were not much below those 
of the preceding year’s first quarter and recent eas- 
ing of WPB restrictions taking effect July 1 per- 
haps may bolster volume for the last half of the 
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Celotex Corp. Photo 


year to more than make up for the deficiency. 
Trouble is of course that mere permission to use 
certain essential materials by no means guarantees 
their availability, and the same thing might be said 
of manpower. But on the whole, in recalling first of 
the year predictions of WPB that 1945 volume of 
the industry would not exceed 82% of 1944 figures, 
the current outlook is much better than had been 
anticipated, and if many concerns in the industry 
continue to do as well as they did last year until 
they can begin to attack the huge deferred demand, 
stockholders can afford to be complacent. 

In view of the tremendously important place of 
the building industry in all postwar planning, it is 
only natural that current debate runs high both in 
Washington and among leaders of all segments of 
our economy as to what extent and in what manner 
the industry should be controlled or assisted by the 
Government. Pressure groups are loud in their de- 
mands to achieve this or that advantage, often with 
conflicting import; labor wants rigid ceiling prices 
continued for houses in a range for workers; indus- 
try demands that restrictions be eased or eliminated 
at the earliest possible moment and asks for sub- 
stantial tax relief; municipalities and states hope- 
fully wave blueprints covering billions of dollars of 
planned public works to be constructed, partly at 
Federal expense. 

Most important from the viewpoint of taxpayers, 
economists, politicians, industrialists and labor alike 
is the discussion of Government participation, phys- 
ically and financially, in the approaching construc- 
tion boom; Congressional Committee Rooms are 
echoing with the pros and cons of this subject, as 
Federal plans seem to be rapidly crystalizing in- 
volving expenditure of immense sums during the 
next few years for public works or as assistance to 
municipal housing projects or State programs. Fear 
is that in view of the huge deferred demand piled 
up by private and industrial builders and to be fin- 
anced independent of tax money, the combined im- 
pact of sudden construction by private and govern- 
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Company 


Value 


Book Net Curr. 


Assets 


In Dollars per C 
*1936-9 


Net 


Share 





1944, 


Net 


Est. 


1945 Net 


1936-9 
Div. 


1944 
Div. 


Position of Leading Building Material Shares 


Invest- 
ment 
Rating 


COMMENT 





Alpha Portland Cement... $32.94 


$14.70 


$.78 def $.12 


$1.06 


$1.00 


Cc 


Strong cash position permitting dividend dis- 
tributions during current slack period. Postwar 
outlook bright. 





Amer. Radiator & $.S.___ 


10.10 


5.22 


45 


64 


37 


40 


Cra 


Leader in plumbing and heating field. Well 
sustained operations, ample finances and fa- 
vorable prospects enhance stock appraisal. 
Dividend secure. 





American Seating .............. 


1.19 


1.00 


C+3 


Prospective decline in aircraft parts volume 
clouds 1945 dividend potentials but longer 
range view adds speculative appeal. 














Armstrong Cork 


16.29 


2.50 — 


1.94 


1.50 


B3 


A leader in its special line and with widely 
diversified other products. Deferred civilian 
demand extensive. Dividend well covered. 





Galata’ ti: 2 36d. ree 5 


Nil 


1.13 


54 


60 


50 


C+2 


Long established maker of low-cost building 
material. Will benefit from prospective con- 
struction activity and housing prefabrications. 
Current small dividend probably safe. 





Certainteed Products ......... 


Nil 


def .61 


38 


40 


C2 


Leading maker of asphalt shingles and roof- 
ing with substantial replacement demand. Re- 
capitalization may clear preferred arrears but 
outlook for common dividend not promising. 





Congoleum-Nairn _..... 


20.99 


13.03 


1.48 


1.52 


B3 


Strong concern with favorable growth poten- 
tials. Postwar volume and profits should be 
very good. Current dividend safe. 





mM Crane Go. 


37.21 


15.48 


2.49 


40 


B2 


Chief manufacturer of valves and fittings, do- 
ing large war and civilian replacement busi- 
ness. Current earninks justify present common 
dividend. Postwar volume should be high. 





X Devoe & Raynolds...... 


45.72 


1.25 


C42 


Large war orders and expanding civilian vol- 
ume well sustaining earnings. $1 dividend 
secure and possible extras. Good future out- 
look. 





Bian) ate re, 


7.16 


-90 


B2 


Volume at satisfactory level and likely to be 
sustained. Common dividend amply earned. 
Postwar prospeets favorable. 





Holland Furnace 


25.57 


B2 


Leading maker of warm air furnaces, with no 
reconversion problems. Replacements and serv- 
icing well supporting earnings. Dividend 
secure and outlook bright. 





X Johns-Manville 0. 


74.07 


29.80 


A2 


Outstanding manufacturer of asbestos products 
with sustained earnings, large deferred de- 
mand. 75 cents quarterly dividend secure. 





X Lehigh Portland Cement... 


44.19 


C+2 


Well integrated cement maker with current 
rather low volume. Strong cash reserves prob- 
ably assure continued small dividend. 





X Lone Star Cement... 


49.56 


18.66 


3.52 


2.50 


BI 


Strong company with profitable Latin-American 
subsidiaries. Continued dividends of 37'/2 cents 
per share likely until postwar boom develops. 





TCC LL ene eee 


5.76 


2.41 


1.75 


1.59 


Largest producer of hard-board. Company has 
above average growth potentials. Postwar out- 
look good and dividend well secured. 





Minneapolis-Honeywell 
Regulater 


5.66 


1.75(a) 


2.50 


1.30(a) 


Dominant in temperature control field. Sales 
potentials strong in postwar years. Current 
earnings widely cover dividend. 








X National Gypsum 


Nil 


51 


50 


Aggressive producer of building materials 
with fairly sustained earning capacity sufficient 
to warrant current small dividend. 





Otis Elevator 


19.40 


1.51 


1.15 


91 


Strong cash position should stabilize dividend 
payments. Dorgestic and foreign deferred de- 
mand appear unusually promising. 





Paraffine Cos. 


46.61 


16.72 


3.83 


4.03 


4.00 


215 


Well financed West Coast maker of paints, 
roofing, with favorable postwar potentials. 
$1 dividend earned several times over. 











Penn-Dixie Cement 


60.78 


Nil 


def 1.04 


def 3.34 


Probably operating at a slight loss under 
Present conditions. Deferred dividends on 
preferred preclude distributions on common. 





Ruberoid Co. 


46.60 


20.63 


1.82 


2.08 


BI 


Business highly competitive but large postwar 
demand an offsetting factor. Yearend extra 
dividend possible, as earnings ample. 





Sherwin-Williams _. 


75.60 


41.27 


5.55 


5.65 


3.00 


A2 


Profitable wartime volume. Relief from EPT 
taxes equalling $7 a share in 1944 may swell 


postwar earnings. $3 dividend secure. 





X United States Gypsum... 


53.79 


24.72 


3.07 


3.10 


2.00 


A2 


An old and ‘Strong concern with conservative 
dividend policies. Distributions at current rate 
well assured. 





Yale & Towne Mfg.___ 


52.45 


33.88 


1.86 


2.99 


3.15 


84 


B2 


Strengthened by wartime earnings, this maker 
of locks and hardware has strong growth po- 
tentials. $1 dividend amply covered. 





*—After prior obligations. 


(a)—Adjusted for 2-for-1 split in Mareh, 1944. 
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mental interests might not only create serious in- 
flationary factors but also far overtax the capacity 
of the building industry. In a good year the industry 
provides work for about 3 million wage earners, not 
including another million men normally engaged in 
repair activities, and many good years of private 
construction alone are in sight. How business of this 
desirable nature can be handled or even adequately 
started if Government siphons off skilled workers— 
not to mention materials, supply of which cannot 
resume normal dimensions until months after the 
defeat of Japan—indeed gives food for thought. 
Lumber, plywood, screening, plumbing, heating and 
electrical equipment never were in more scant sup- 
ply than right now, and with announced govern- 
ment plans to permit construction of 250,000 up to 
400,000 homes during the next twelve months the 
supply problem for civilian construction alone will 
hardly be smooth. 


Go Slow on Public Works 


Wise heads studying the proposed government 
program urge cautious restraint in the use of Fed- 
eral funds to stimulate construction and repairs 
except during periods of marked unemployment dis- 
tress, reserving the large amounts of tax money 
involved to serve as a valuable stabilizer at times 
when such need is clearly indicated. 

Since early in the year, Congressional battle lines 
have been drawing up on the Murray Full Employ- 
ment bill which ties in naturally with Government- 
financed construction programs; preliminary debate 
upon the measure has finally started and the even- 
tual form of the legislation should be of great in- 
terest to shareholders in the building industry. Al- 
ready passed is a billion and a half dollars appro- 
priation for federal highway construction aimed at 
taking up employment slack—if necessary—during 
the period of transition, a wise measure in that it 
could not only be quickly translated into action or 
rapidly halted if industry can absorb available labor, 
but also because of the stimulus the construction 
work would provide for the now under-productive 
cement makers. 
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Glowing postwar prospects for practically every 
segment of the building industry are based upon 
numerous surveys of construction programs in every 
stage of development, from mere ideas to final blue- 
print stage, and of both public and private charac- 
ter. While many of these plans may never win real- 
istic form and the various estimates vary widely, 
the most conservative figures do indicate tremen- 
dous building activities for many years to come, 
unless some unpredictable economic crisis upsets all 
calculations. By and large, growth prospects for the 
industry were never better fortified by factual evi- 
dence but various segments and individual concerns 
are bound to prosper in different degree. 

Judging from a recent report of the Bureau of 
Labor Statistics, construction outlays of all kinds 
during the first year after the defeat of Japan are 
likely to be about $7.9 billion, increasing to $10.9 
billion in the following year and advancing further 
to $11.8 billion in the third year. These estimates 
tally fairly well with those from several other 
sources, as it happens, but even if materially shaved 
in the light of experience, they present a hearten- 
ing prospect. Public construction may average about 
$3 billion a year for a five year period, residential 
building or modernization $3.2 billion, commercial 
construction $1.2 billion, industrial building outlays 
$700 million, and utility construction work $1.2 bil- 
lion. If orders pile in upon the building industry 
at an annual average rate of about $12 billion for 
some years to come its prosperity appears well as- 
sured, but whether manpower supply can meet the 
test is another matter. In any event, with volume 
at high levels and with tax burdens probably eased, 
net earnings of many, if not most concerns in this 
field should be very satisfactory for quite an ex- 
tended period, possibly for an entire decade. 


First Relaxations 


WPB, anxious to start this colossal ball rolling 
with the least delay, has granted its first relaxation 
of wartime building controls, a step likely to be 
followed in succeeding months by others of a similar 
nature. Repairs, alterations or construction of houses 
may now be undertaken without WPB authority 
where outlays do not exceed $1,000 for a one family 
dwelling, with progressive increases up to $5,000 
for a five family house. $1,000 may now be spent 
for farm buildings or drainage work, $5,000 for re- 
pairs on hotels or apartment houses with more than 
six tenants, and as much as $25,000 for improve- 
ments to factories or transportation systems. While 
it may always not be possible for spenders to get 
such work accomplished, the measure is a step in 
the right direction and in view of promised further 
relaxation points to more speedy resumption of 
building activities. 

Considerable doubt is expressed by many experts 
as to just how fast the buildng industry can get 
into its postwar stride or, for that matter, how 
rapidly building contracts will materialize. Although 
housing shortages have now been reported in about 
95% of cities with a population of over 100,000, 
some of the demand is of a temporary character, 
and in the San Francisco area boom real estate 
prices have begun to show a slight downward trend. 
The marked rise in build- (Please turn to page 452) 
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TO WHAT EXTENT 
HAVE THEY BEEN 
DISCOUNTED 


BY ROGER CARLESON 


2 ews railroads, more than any other in- 
dustry, have enjoyed a rags-to-riches 
role. At the turn of the century old line 
rail stocks such as New Haven, St. Paul, 
Northwestern, etc., used to sell around 
100-200. But promotional excesses and 
strengthened Federal regulation, together 
with keener competition, resulted in receiverships. 
World War I and the postwar boom gave the rails a 
lift, but this began to fade as early as 1926 when 
motorized competition began making serious inroads 
into rail revenues. The downward trend became a 
plunge in the early 1930’s, when business activity 
dropped to a record low level, and trucks ate heavily 
into profitable rail freight. A number of roads went 
into bankruptcy and with rail earnings continuing 
at low levels during the 1930’s, others followed suit 
until about a third of all mileage was either in re- 
ceivership, or atempting so-called voluntary recapi- 
talization. 

But World War II has proved even more of a 
‘blessing to the rails than World War I. Gross reve- 
nues in 1944 were more than triple those of 1932- 
1933 and 50% above the previous peak year (1926). 
With much more efficient operations and capacity 
loadings of cars, the railroads were able to do a 
much bigger business with the same equipment. 
While wages and taxes were higher, net income for 
Class I railroads reached a new high of $904,000,000 
compared with the 1929 figure of $897,000,000 and 
the 1926 amount of $809,000,000. The return on in- 
vestment reached 5.50% compared with 4.84% and 
4.99% in the two earlier years. 


Down Trend in Earnings 


Since 1942, however, net income has taken a 
downward trend despite a continued sharp rise in 
operating revenues. In 1944 only 7% of gross was 
carried to net income compared with 12% in 1942. 
This was due to a very sharp increase in Mainte- 
nance of Way expenses (nearly 60%, against 27% 
gain in gross), and a jump of over 54% in taxes. 
Maintenance of equipment and other expenses in- 
creased somewhat faster than gross, but the main 
difficulty was with the two items mentioned. While 
fixed charges declined $90,000,000, (from $656,000,- 
000 to $566,000,000) in the two years, this saving 
was insignificant as compared with the other 
changes. 
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Erie Railroad Photo 


The outlook for 1945 also hinges mainly on these 
two items—M.W.S. and taxes. For the first three 
months of 1945 revenues were up only slightly while 
total maintenance increased 4.5% and all expenses 
3.4%. Taxes declined 4.9%, and fixed charges 4.5%, 
so that the decline in net income was held to 8.1%. 
It appears likely that the calendar year will make a 
better showing. Expenses in January-February were 
sharply increased by severe snowstorms, particularly 
in the East. March net income showed a gain of 
14% over last year, but the many changes resulting 
from the war make forecasting particularly difficult. 

Gross revenues of the transcontinental and west- 
ern carriers with their increasing war traffic are 
expected to gain substantially during the balance of 
the year, while the eastern roads’ earnings may de- 
cline due to cutbacks in military output—estimated 
at 11% in the third quarter and 20% in the fourth 
quarter.-Gross revenues for all Class I railroads may 
continue to hold up fairly well, though some decline 
in the last quarter seems likely (when the heaviest 
shipments to the west coast for redeployment of our 
armed forces will probably have been completed). It 
has been estimated that net income for the year 
should reach at least $640,000,000, only moderately 
below last year’s level. 

The better rail stocks despite many sharp ad- 
vances, are still selling on a reasonable basis com- 
pared with the past range. They are still selling well 
below 1937 highs despite the fact that net income 
is about six times as large and dividend payments 
nearly twice as heavy, while net working capital is 
more than four times as large. 

During the late 1930’s there was a distinct wave 
of pessimism regarding the future outlook for the 
rails. This probably was due in part to the ICC pol- 
icy of rock-bottom reorganization methods. The 
Commission in framing and approving railroad re- 
organization plans sought to place each new capi- 
talization on so conservative a basis that it could 
stand up under another depression like 1931-35 or a 
bad year like 1938. Many rail stocks were wiped out 
in the process, but Congress is now considering the 
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Hobbs bill, which would direct the Commission to 
give consideration to former equities in recapitaliz- 
ing remaining roads (the bill has been passed by the 
House, but may have some difficulties in the Senate 
due to the conservative attitude of Senator Wheeler). 


During the pre-war period bank examiners forced 
savings banks to sell a huge amount of railroad 
bonds at very low prices, and insurance companies 
also unloaded large amounts, which helped to in- 
crease the pessimistic and skeptical attitude toward 
the railroad industry. Even during the early stages 
of the war, no one foresaw the length of the conflict 
and the big advantages which would accrue to the 
railroads. Hence, the public was slow to reverse its 
attitude. Some, however, were able to take a less 
prejudiced view and doubtless made small fortunes 
by buying defaulted railroad bonds, some of which 
increased ten or twenty-fold in price in a few years. 


Defaulted Bonds 


When opportunities in the defaulted bonds became 
less promising, due to their extended advance and 
the virtual completion of a number of plans, the pub- 
lic finally turned its attention to old line rail stocks, 
as well as to reorganized rail stocks, such as Erie 
and Chicago & Northwestern. One reason why inter- 
est in rail stocks lagged behind the gain in earnings 
was the conservative financial policy of most rail- 
roads. Mnch of the new earning power was devoted 
to reduction of funded debt by open market pur- 
chases, calls for tenders, etc. 

As reorganizations were completed, this also helped 
the picture by wiping out a considerable amount of 
junior bonds, which were paid off largely in pre- 
ferred and common stocks. While figures for 1944 
are not yet available, 1943 showed a decline of nearly 
$1,200,000,000 in the railroads’ debt (the debt had 
previously been stationary around the $10,000,000,000 
level for many years) and a drop of $200,000,000 in 
outstanding preferred stocks. Property investment 
increased by $1,600,000,000. Funded debt should con- 
tinue to decline over the next two or three years as 
remaining reorganizations are wound up, and proper 
investment will show further gains as soon as new 
equipment becomes freely available. 

This year the railroads are being a little more lib- 
eral as to dividends. It is estimated that they will 


pay out nearly half of net, or about $300,000,000, 
compared with $246,000,000 last year. In the late 
1920’s they paid out about $400 to $500 million but 
the amount dropped to $92,000,000 in 1932, recov- 
ered to $170,000,000 in 1936, and again declined to 
$83,000,000 in 1938. (As these figures include pre- 
ferred as well as common dividends, the record for 
the latter would be somewhat worse.) Since 1938, 
however, payments have increased each year and as 
more reorganized railroads enter the picture they 
will doubtless continue to increase. However, it is not 
customary for the railroads to pay out much more 
than half their earnings in periods of prosperity. 
While individual roads may continue to make upward 
readjustments in 1945-6, it appears probable that to- 
tal dividends will not advance beyond the $350-400,- 
000,000 level—and part of the increase from the 
present $300,000,000 level will be due to reorganized 
rails. 

While doubtless everyone is agreed that the rail- 
roads will continue to prosper until V-J day, what 
about the prospects thereafter? Passenger traffic 
will surely decline sharply after heavy troop move- 
ments cease. But freight business may hold up rea- 
sonably well. Fortunately, the reconversion program 
is being spread over the interval between V-E and 
V-J days. Thus, peacetime business may take up 
most of the slack of munitions cutbacks and cancel- 
lations. Many lines of business are “rarin’ to go” on 
the production of household appliances, cars, equip- 
ment for new homes, etc., as soon as the necessary 
raw materials and labor are available. Thus there 
seems little to worry about so far as gross business is 
concerned during the immediate postwar period, 
though there will, of course, be some decline from 
the 1944-5 level. 


Heavy Expenditures 


Some roads are now spending record amounts of 
money for Maintenance of Way because otherwise 
they would pay most of the money out in taxes. On 
the other hand, maintenance of equipment is some- 
what lower than usual in relation to operating reve- 
nues, doubtless due to the fact that equipment must 
be kept in use as much as possible. Thus the mainte- 
nance picture is somewhat mixed but it should be 
kept in mind that these expenditures always bear a 
farly close relation to gross (Please turn to page 457) 









































Position of Other Railroad Stocks 
— in millions — 
Gross Times Charges Debt Decline in 
1936-39 Covered* Decline Charges Net per share Divi- _Invest- 
1944 Av. 1936-9 Since Since 1936-9 Est. Dividends Paid dend ment 
(Millions) 1944 Av. 1939 §=1939 Av. 1944 1945 1936-9 Av. 1944 Yield Rating 
Del., Lack. & Western... $79.0 $48.6 1.24 0.82 $.05** $6 def $.82 $.05 Nil ae cos. fies C3 
Gulf, Mobile & Ohio... 37.7 18.6 5.20 1.48 2.7 -1** ~=def 2.72 2.94 $2.00 hee eed Ge C3 
N. Y., Chi. & St. Louis... 100.4 40.7 5.80 1.42 32.6 Pr 2.74 15.00 17.00 te a!) 2s ae Saoth C1 
Norfolk & Western... 159.6 90.1 35.40 14.35 5 .02 20.02 21.23 20.00 $14.00 $10.00 40% A+2 
Pere Marquette 56.3 30.1 3.69 1.19 6.8 5 def1.24 4.06 4.00 sek FI ous C2 
No 
W Pittsburgh & Lake Erie... 34.3 19.7 80.06 61.50 Funded .01** 4.03 5.20 4.50 4.25 5.00 68 B3 
Debt 
Reading se SS 55.8 3.99 1.63 19.1 4 1.82 3.32 3.00 1.63 1.00 3.5 C+3 
*—Before Federal Income Taxes. **_Increase since 1939. 
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THE FOOD INDUSTRY—NOW? 
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paetee* aspects of the food industry reveal 
few changes of marked significance to inves- 
tors, in spite of all the current turmoil and confusion 
in a more than ever food-conscious world. Respond- 
ing to the scramble for securities with well assured 
yield, market prices for shares in good food con- 
cerns have generally trended upward and above the 
high levels established in 1944, although interim 
earnings thus far reported show only minor varia- 
tions from last year’s figures. Dividend distributions 
throughout the industry have been broadly sus- 
tained and in a few instances even improved, indi- 
cating assurance on the part of managements that 
their war-strained operations are well in hand and 
nearer term prospects fairly encouraging. 

With demand from all quarters continuing to ex- 
ceed capacity of all segments of the food industry 
and with farm production on the whole promising, 
1945 volume seems well headed towards very large 
figures although probably not equal to those of the 
preceding year. World demands for food are un- 
likely to be satisfied fully for three or four years to 
come, thus enhancing prospects of our great food 
concerns to retain above average volume compared 
with prewar for a substantial period after the end 
of the war, always provided that weather conditions 
do not let the farmers down. 

Since food processors in every category base earn- 
ings potentials largely upon volume, indications are 
that net for stockholders is not likely to shrink 
measurably in the near future, in fact may expand 
somewhat when tax burdens ease up, although com- 
petition is so keen in the food industry that no star- 
tling profits are ever likely to feature annual reports. 
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General Foods Corp. Photo 


Allis Chalmers Photo 


Armour and Co. Photo 


Relative stability of dividend disbursements rather 
than industry growth, generally speaking, will con- 
tinue to serve as the principal investment criterion 
in this field and even in this respect, crop failures or 
drastic decline in national income may tend to vary 
year to year results. Generalizations of this kind of 
course are subject to revision in considering certain 
branches of the industry, as operating margins 
sometimes are inherently thin and again much wider 
in other instances, but as long as EPT is in effect, 
net earnings are importantly levelled. In 1944 expe- 
rience, a meat packer was lucky to make one cent if 
a consumer was lucky enough to purchase $20 of his 
products. Profit margins on canned goods and spe- 
cial brands are considerably wider and now and then 
a newcomer like frozen foods appears in the indus- 
try with marked potentials for growth and profits. 


Good War-time Showing 


In spite of government controls over ceilings, 
prices, wages, taxes and allocations, it is surprising 
that food processors have been able to battle their 
way through war years in such a satisfactory man- 
ner for stockholders. Intensive use of the most mod- 
ern machinery and rigid application of cost controls 
have achieved these results, and augur well for the 
period ahead. Financially, too, the industry has im- 
measurably strengthened its position during war 
years, many concerns having drastically reduced 
debts, increased earnings substantially by slicing 
interest and dividend charges prior to the common, 
and built up working capital as never before. Faced 
with little or no reconver- (Please turn to page 435) 
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sion expenses, most food concerns are very well 
heeled to tackle their postwar problems both as to 
production and distribution. 

Continued government subsidies to stabilize profits 
for the packers, canners, dairies, and other proces- 
sors of food are assured by the bill just signed by 
President Truman, providing $595 million for meat 
producers, $100 million for producers of butter and 
$190 million for flour millers. Anxieties of the meat 
packers, especially, have been decidedly allayed by 
passage of this measure, upping as it did the amount 
of essential subsidies they will receive in the current 
year. 


As the summer months of 1945 get well under 
way, the important factor of farm production as- 
sumes clearer aspects, although until harvests and 
herds can be finally tallied in the fall, weather vari- 
ables will continue to present an element of uncer- 
tainty in considering supply sources for the food 
industry. While early hopes of increased acreage 
throughout the country have not been realized and 
prospects for equalling 1944 records are dim, to date 
it appears as if much above normal supplies of food 
may be raised in the current year, although in some 
categories a decline will be certain. The over-all pic- 
ture therefore is quite favorable and will be dis- 
cussed in more detail in studying the different 
branches of the industry involved. 


Future Prospects 


Out of the welter of current debate over food 
shortages and price controls, results of benefit to 
the industry begin to emerge, past mistakes in gov- 
ernmental control are likely to be corrected, and a 
better public understanding of the situation is bound 
to follow. No better informed or more capable a man 
than our new Secretary of Agriculture, Clinton P. 
Anderson, could probably be found for the difficult 
task of managing and supervising food controls dur- 
ing wartime and in the immediate postwar period 
when they assuredly must be continued. While no 
ezar-like authority may be granted to Mr. Anderson, 
his influence is likely to lead to many improvements 
as time goes on; by the terms of the currently re- 
ported Congressional compromise, his specifie ap- 
proval will be required for regulations, price sched- 
ules and orders affecting any processed food prod- 
uct. If Mr. Anderson’s already expressed recommen- 
dations are put into effect, efficiently managed food 
concerns should be enabled to operate on a reason- 
ably profitable basis without being squeezed to the 
danger point by badly conceived or poorly co-ordi- 
nated governmental controls. 


Another constructive development of interest to 
owners of food shares is the recent announcement 
by the War Food Administration that disposal of 
surplus foods after the war will be on a sound busi- 
ness basis. Memories of the aftermath of the last 
war when disastrous dumping of Government sur- 
plus food stocks caused untold grief to the food in- 
dustry, have alerted the authorities to prevent a 
repetition of such events. Fact is that both current 
and postwar demand for foods from starved and im- 
poverished foreign nations must be met and should 
in an orderly manner exhaust by degrees all surplus 
food stocks owned by the Government without re- 
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course to dumping upon domestic markets. During 
the next twelve months alone, foreigners will need 
to import 12 million tons of food of multiple descrip- 
tion, including cereals, fats, meats, eggs, dairy prod- 
ucts and sugar. Main problems of Washington ac- 
cordingly will be prolonged rationing and price con- 
trols rather than vast accumulations of surpluses. 
As wheat alone of all the principal foodstuffs is in 
abundant supply, volume of the food industry for a 
considerable period ahead promises to remain at 
high levels as long as the farmers succeed in raising 
and supplying an adequate amount of raw foods to 
meet the exceptional demand. 


With a favorable outlook for prolonged high vol- 
ume, well sustained earning power and dividend dis- 
tributions appear more reasonably assured than 
ever, aided by an expected improvement in regula- 
tions and controls, a gradual easing of the manpower 
shortage and progressively strengthened financial 
structures. Probable passage in Congress of mea- 
sures to step up cash settlement of EPT tax credits 
is a bright spot, and while not all components of the 
food industry are heavily in the EPT tax brackets, 
eventual easing of this tax will importantly expand 
net earnings potentials for many concerns. For ex- 
ample, EPT taxes equalled $17.35 per common share 
last year for Loose-Wiles Biscuit Co., $12.12 for 
Beechnut Packing and $12.65 in the case of Gen- 
eral Mills. 


Best outlook for expansion for the food industry 
in postwar years appears to be in the field of frozen 
foods, where radical changes in preparation, market- 
ing and consumer eating habits open new vistas for 
the postwar. Already of considerable stature with 
annual sales of $90 million, growth of the frozen food 
industry may leap to $500 million if enthusiastic 
predictions in the trade are realized. Scores of new 
enterprises are likely to enter the field and strongly 
established concerns like General Foods, National 
Dairies Corp., Standard Brands, Libby, McNeil & 
Libby, California Packing, Armour and Swift plan 
wide expansion in quick freezing activities. Much 
greater diversification of (Please turn to page 454) 








| 290 STOCKS 
VS f 

















JAN 1, 19466 © 100 























| a j el Se! ES BH 3 
A es MAM J a - ON o a © M Am J 
1944 1945S 




















THE TOBACCOS— 


Today and ‘Tomorrow 


BY GEORGE W. MATHIS 


5 love famine in tobacco products, especially cigar- 
ettes, is said to ease before long but inveterate 
smokers harassed by prolonged shortages want to 
be shown. The fear is that the present shortage 
won’t improve much this year and may even get 
worse, despite indications of determined efforts 
towards better distribution. 

There are many reasons why cigarettes partic- 
ularly have been in scant supply for the average 
civilian. First of all, immense quantities have gone 
to the armed forces. Another reason is too much 
prosperity; flush pocketbooks have tended to stim- 
ulate smoking enormously and moreover, hoarding 
has become a commonplace. 

In actual figures, the American cigarette industry 
last year produced a thumping record of 324.4 bil- 
lion cigarettes, about 9.3% more than in 1943. Of 





this total, 239.2 billion were tax-paid cigarettes for 
civilans, and 85 billion were tax-free for the armed 
services. 

Although the industry produced 27.7 billion more 
than in 1943, the services got 46 billion more than 
in 1943. Thus in 1944, civilians got 18.5 billion 
fewer cigarettes than in 1943 when they consumed 
the all-time record total of 257.7 billion. All man- 
ufacturers apparently believe they have about 
reached the limit of production. Last year’s output 
increase was achieved mainly by increasing the 
work-week and with most plants now operating a 
54-hour week, it is doubtful whether further pro- 
duction gains are possible. The industry is highly 
mechanized and almost certainly, no new machines 
—or very few at best—will be available this year. 
A bright spot is that (Please turn to page 449) 
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Share 
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In Dollars per C 
Net Curr. 1936-9 1944 
Assets Net Net 


Book 


Company 
Value 
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1945 Net 


1944 
Div. 


1936-9 
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ment 
Rating 





W American Snuff $21.20 $21.55 $3.20 $2.16 $2.00 


Sales, earnings dropped nominally in 1944 
and higher costs may further reduce earnings 
slightly. ‘Financial position strong, hence divi- 
dend appears secure. Good yield. 


$3.25 $2.40 B3 





X American Tobacco B 


and 3.50 


26.20 15.53 4.69 3.73 





Despite current downtrend earnings, final re- 
sults should hold up fairly well. Postwar pros- 
pects promising. Dividend appears secure. 


5.00 3.25 





W Bayuk Cigars 36.96 29.59 2.90 3.17 3.25 


Will benefit from new pricing methods, lead- 
ing to improved 1945 earnings. Strongly en- 
trenched in lowpriced field. Dividend and 
extras should conti ..- 


1.00 2.00 C+1 





Consolidated Cigar —...27.58 17.41 79 4.04 


New pricing methods may narrow margins; 
earnings may decline moderately but dividend 
and extras appear safe in view of strong cash 
— Satisfactory postwar earnings indi- 
cated. 


38 C3 





General Cigar 36.72 1.30 1.50 


Nearby outlook improved by higher price ceil- 
ings with earnings gain likely. Regular divi- 
dend secure; extra payment may be increased. 


Cr 





W Helme, SG. W. 45.38 42.75 6.16 3.75 


Earnings fairly stable and demand continues 
strong. Rising costs may moderately affect net 
<n strong and dividend safe. Good 
yield. 


7.00 4.25 B3 





Liggetf & Myers B 


and Common 41.26 6.45 4.25 4.00 


Sales, profits should hold up well this year 
as cost uptrend flattens out. Dividend appears 


5.75 safe. Postwar outlook promising. 


3.50 





eT El ea. 15.51 1.46 1.30 1.15 


Rising costs may moderately reduce net but 
dividend should be maintained. Competitive 
gains enhance postwar outlook. 


1.45 1.00 





X Philip Morris 38.30 6.92 5.94 6.00 


Further volume gain and well maintained 
earnings anticipated this year. Regular and 
extra dividend appears secure. Good postwar 
growth prospects, 





W Reynolds Tobacco B........16.17 14.02 2.65 1.72 


Rising costs may slightly depress earnings but 
dividend and yearend extra seems secure. 
Strongly financed; longer term prospects 
promising. Attractive yield. 


1.50 





W U. S. Tobacco..........13.42 1.14 


Well maintained 1945 earnings anticipated and 
dividend should continue unchanged. Finances 
strong. Common has semi-investment stature. 





Universal Leaf Tobacco.. 61.30 35.70 7.46 6.84 6.75 





Stable sales, earnings anticipated and divi- 
dend should continue unchanged. Postwar 
Ser enhanced by good export poten- 
ials. 


4.00 
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Preferred Stocks 


for Secure and Attractive Income 


BY J. S. WILLIAMS 


|S asia announcement that in coming 
weeks, volume of new preferred stock 
offerings may exceed $250 million signalizes 
increasing investor interest in this class of 
fixed income securities. For more than a 
year past, in fact, a decided upward trend 
has been noticeable in underwritings of pre- 
ferred issues, and the avidity with which 
they have been absorbed by investors at 
record low yields clearly attests to their 
popularity with holders favoring assured in- 
come rather than the appreciation potentials 
afforded by common stocks. 

With current supply of investible funds 
at a peak level, the search for good income 
bearing issues of all kinds has forced prices 
up and yields downward to a dismal point 
for many people highly dependent upon divi- 
dend returns for their living; and where 
conservative policies have excluded equity 
stocks from consideration, obtainable yields 
of from 3% to 4% from prime preferred 
stocks often presents an unsatisfactory pros- 
pect. If an investor insists on buying East- 
man Kodak 6% preferred in the current 
market, he will have to pay about $200 a 
share for it and be satisfied with a 3% 
yield, while from 314% to 334% is all that 
is obtainable from similar preferreds of many 
out compensating potentials of certain pre- 
wellknown concerns. 


Drastic Change In Money Rates 


A recent article in the Magazine pointed 
ferred stock issues which are convertible into 
common, but even without such advantages 
there are still available a number of straight 
preferreds, often of very strong companies, 
at prices to yield from 414% to 514%. 

Long past now are the good old days when 
the customary yield on the better grade of 
preferred stocks was from 6% to 8%, in line 
with money market conditions prevailing a 
decade or more ago. Holders of such issues 
doubtless have felt keen disappointment in 
recent times when their shares have been 
called for redemption, even when premiums 
running as high as 15 points enhanced their 
capital value. But the great bulk of new 
issues appearing on the market in recent 
years has taken the form of refunding opera- 
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tions rather than for purposes of raising 
new corporate capital. In such cases, there- 
fore, first right to acquire the new securities 
generally accrued to the holders of the old 
preferred and on an attractive price basis. 
Desire to continue investment in a long fa- 
vored concern, even at the sacrifice of con- 
siderable income, has usually resulted in 
major absorption of the new stocks by the 
former owners, leaving little for underwriters 
to sell to the public. As a result, competition 
among outsiders often forced prices upward 
as much as 15 points, constituting so much 
extra “gravy” to original shareholders if 
they chose to dispose of their holdings or 
to seil their subscription rights. 


Dual Significance 


The foregoing comments have a dual sig- 
nificance to investors in preferred shares in 
that forced surrender of their investment, 
where a fixed redemption price is involved 
may not definitely disrupt their portfolio and 
that if they reinvest the premium or profit 
received, the impact of lowered income may 
be somewhat lessened. Equally important, 
perhaps, is one reason why preferreds sell 
above their redemption price in many cases; 
the probability being that if the issue is re- 
deemed or refunded, the value of subscription 
rights or price advantages could largely off- 
set the differential of original cost. But a 
good many old preferred issues are not re- 
deemable at any price, as will be noted by 
examples listed in the table, and in these in- 
stances a permanent yield is assured as long 
as the earning power of the issuer permits. 

Many investment manuals present a fairly 
complete description of the various privileges 
and restrictions with which every preferred 
issue is individually surrounded and which 
should be carefully investigated as a supple- 
ment to the study of the industry and the 
financial status of the concern in which in- 
vestment is contemplated. While most pre- 
ferreds have cumulative dividend provisions, 
some enjoy no such adantage, and a few are 
only partially cumulative. Experience of pros- 
perous war years has highlighted the cumu- 
lative privilege in many cases where dis- 
appointing prewar earnings had precluded 














regular payments on the senior stocks, roll- 
ing up very large accumulations for their 
holders. As a_ result of improved earning 
power or recapitalizations facilitated by bet- 
ter financial conditions, a marked trend to 
pare or eliminate long outstanding arrears has pro- 
gressively followed. Patient preferred shareholders 
in many such cases have received substantial 
amounts of cash and/or new securities as an offset 
to dividend distributions long denied, and with fun- 
damentals as to both price and stability decidedly 
enhanced. While many _ speculative opportunities 
still exist in preferreds carrying large amounts of 
arrears, concerns listed on the appended table have 
been purposely selected because they are entirly 
clear of arrears at the present time. Not that this 
factor alone establishes their investment merit, as 
no such general endorsement is intended from any 
point of view, but rather because this discussion is 
confined to preferreds currently paying cash divi- 
dends. The point to be remembered, however, is that 
should dividends lapse during unsatisfactory pe- 
riods, holders of this class of prior issues enjoy a 
strong advantage over the less favored equity share- 
holders in the long run. 

Inasmuch as the factor of stabilized dividend re- 
turns largely determines the price of preferred 
stocks, investment competition for desired yield dur- 
ing periods of declining money rates creates a degree 
of price appreciation not normally inherent to this 
class of investments. Generally held for more or 
less permanent retention, offerings are relatively 
scarce, and usually there is a much wider spread in 
bid and asked prices than in the case of active com- 
mon stocks. With factors of demand and supply 
predominant in the current market, buyers are 
obliged to bid up prices to acquire their favorites, 
as a glance at the daily stock market list will show; 
on many days the major price gains will be found to 
have been in preferred issues, rather than in the 
more numerous common stocks. 

Almost in spite of himself, therefore, a buyer of 
preferred stocks today, appraising investment op- 
portunities mainly from the viewpoint of assured 


























Selected Preferred Stocks 
For Secure and Attractive Income 
Earned in 
Dividend Callable Recent Yield 19440n 
Rate at Price % Preferred 
Assoc. Dry Goods... $6 Non-Call. $126 48 $18.92 
Coca Cola A rok 52! 65 4.6 41.70 
Crown Zellerbach ____.. 5 110 105 4.8 14.40 
Curtis Publishing —._.. a 75 69—ss «45.8 5.04 
Gaylord Container _. 2.75 55 64 4.6 11.93 
Gillette Safety Razor. 5 105 100 5.3 13.8 
General Ry. Signal... 6 Non-Call. 127. 4.8 48.06 
Goodrich Rubber . § 100 105 4.75 29.16 
ete Siiver 55s! 7 Non-Call. 140 = 5 29.63 
Midland Steel Prod... 8 Non-Call. 160 5 18.20 
Net'l Supply. 5.56 110 105 55 16.17 
Revere Copper _.. 5.25 107, 106 4.9 20.32 
Schenley Distillers... 5.50 105 11 5 101 
U. S. Hoffman Mach'y 2.75 52/2 54 5 21.77 
U.S; Ruboer.___. 8 Non-Call. 166 = 44.8 24.32 
White Sewing Mach... 2 35 34 5.9 4.32 
Vulcan Detinning —.... 7 Non-Call. 150 4.7 34.84 
438 





income return, may enjoy appreciation potentials if 
he can select an issue with above average yield and 
the prospect of well sustained earnings. 

In the appended table, we are listing a number of 
senior equities which we believe will meet this re- 
quirement. They all offer attractive yield under 
present circumstances, and they all are issues of 
well-established companies with promising potentials 
and of recognized financial strength. 

Associated Dry Goods Corporation has been es- 
tablished for nearly thirty years and since its in- 
ception, holders of its 6% cumulative prior pre- 
ferred have in the long run received full dividends 
due them. While no payments were made during the 
depression years of 1933-34, the arrears were 
promptly cleared up in the two following years. As 
a holding company for eight long established de- 
partment stores including Lord & Taylor, operat- 
ing income has soared from $1.4 million in 1934 to 
$12.8 in the last fiscal year, and during the last 
decade net earnings applicable to the preferred have 
been ample. Although current price for this stock 
is at peak levels, the yield is attractive and the 
outlook bright. It will be noted that this issue is 
not subject to redemption. 


Coca Cola “A”’ 


As for Cocoa-Cola Company “A” stock, this is a 
cumulative issue entitled to $3 dividends prior to 
the common, but in case of liquidation entitled to 
not over half of the net assets realized. If the com- 
pany were liquidated today at book figures, the “A” 
stock would receive about $100 a share or much 
above its recent price of $65. A wide coverage of 
net earnings protects “A” dividends and has consist- 
ently done so for years past. While the stock is 
selling at 1314 points above its call price, its low 
dividend rate suggests no likelihood of redemption. 
Current earnings of the company may temporarily 
decline under the impact of sugar shortages, but the 
“A” dividend appears entirely secure. 

A preferred stock with interesting fundamentals 
is that of Curtis Publishing Company. The prior pre- 
ferred is cumulative to the extent of $3 a year but 
is to receive an extra $1 per year if earned in any 
current calendar year, the latter sum not being 
cumulative. This issue has been outstanding only 
since 1940, when a recapitalization occurred, and 
$4 dividends were paid in 1944. Although earnings 
during wartime have been erratic their trend has 
been strongly upward for the last two years and 
net has been subjected to heavy EPT burdens, the 
latter in 1944 amounting to $4.6 million or equal to 
about $6.50 per share on the prior preferred. When 
this tax is eased after the war, paper shortages 
vanish and advertising lineage assumes expected 
large proportions, dividends on this issue should be 
widely covered. At around $69 per share, with a 
yield of 5.8%, the stock has a measure of both in- 
vestment and speculative appeal; currently it is sell- 
ing 6 points below its call price. 

A preferred issue available at a price to yield 
about 5%, and with an unbroken dividend record 
for the past 15 years, is the $5 no par issue of 
Gillette Safety Razor Company currently selling at 
about 100, or 5 points under its call price of 105. 
Dividend requirements (Please turn to page 458) 
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Opportunities for Income and Appreciation 
In Bonds and Preferred Stocks 





BY JACKSON D. NORWOOD 


MARKET TRENDS: The Dow-Jones bond averages 
show minus signs when compared with two weeks 
ago. The largest loss was in the average for de- 
faulted rail liens which declined 3.23 points. The 
Dow-Jones average for forty bonds was off only .35 
while the average for second grade rail bonds de- 
clined .91. 

New bonds, corporate and municipal, publicly of- 
fered last week amounted to $79,442,000 as com- 
pared with $18,050,000 in the preceding week. 

Tax exempt state and municipal obligations were 
firm. In the foreign field, Czechoslovakia 8s of 1952 
advanced several points to close at 115. Copenhagen 
5s of 1952 declined more than a point while the rela- 
tively inactive Panama stamped 314s for 1994 fell 
below par. 


AMERICAN TELEPHONE & TELEGRAPH DEBEN- 
TURES AT NEW HIGH: Following the action of the 
common stock of this company, its 3% convertible 
debentures of 1956 advanced to 143, their best price 
since issuance in 1941. The debentures, of which 
$234,584,900 originally were offered for subscrption 
to stockholders at par, are convertible into common 
stock until 1954 at $140 a share, payable by sur- 
render of $100 principal amount of debentures and 
$40 in cash for each share issued. As of July 5th, 
1945, the amount of debentures had been reduced 
to $112,572,100, down by more than $51,500,000 
since January 1, 1945. Giving effect to conversion of 
remaining debentures, the company will have re- 
ceived nearly $93,500,000 in the form of cash pay- 
ment for stocks issued incident to the conversion 
and will at the same time have accomplshed a 
— reduction in the amount of its funded 
ebt. : 


BETHLEHEM STEEL CORPORATION: This company 
has called for redemption on July 30, 1945, all of 
its outstanding consolidated mortgage 20-year sink- 
ing fund 314% bonds, series F. Payment at $105 
per share and accrued interest will be made at the 
company’s stock transfer department, 25 Broadway, 
New York City. 


JOHNS-MANVILLE CORPORATION: Stockholders of 
this company will vote this month upon a new issue 
of 170,000 shares of 314% cumulative preferred 
stock of $100 par value, convertible into common 
stock and redeemable at any time at par value plus 
accrued dividends, plus a premium of $5.00 a share 
if redeemed on or before August 1, 1946, $4.00 a 
share if redeemed thereafter and on or before Au- 
gust 1, 1947, $3.00 a share if redeemed thereafter 
and on or before August 1, 1948 and $2.00 a share 
if redeemed at any time thereafter. It is planned 
to offer the new preferred stock to holders of com- 
mon stock for subscription for cash at par on the 
basis of one share of preferred stock for each five 
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shares of common stock held. The preferred stock 
will be convertible into common stock at any date 
prior to August 1, 1955, share for share, upon the 
payment of $15 for each share. 


KATZ DRUG COMPANY is planning to redeem on 
August 1, $1,400,000 of its 15-year 4% debentures 
of $104 and accrued interest. The company has ob- 
tained a credit of $2,000,000 from the Mutual Life 
Insurance Co. of New York and of this, $1,500,000 
will be taken up immediately for retirement of the 
debentures. The rate on this portion of the loan is 
312%. The $500,000 balance of the commitment 
may be exercised within five years at 214%. 


HERCULES POWDER COMPANY: At a special meet- 
ing of stockholders on June 27, 1945, the latter ap- 
proved changing certain provisions with respect to 
the preferred stock. The dividend rate on the pre- 
ferred stock is 6% until November 15, 1945, and 
% per annum thereafter. The preferred stock is 
made non-callable prior to November 15, 1950. 


MISSOURI KANSAS TEXAS RAILROAD: This com- 
pany’s first mortgage 4s of 1990 were recommended 
in this column on April 14 at a market price of 87. 
This issue has since sold as high as 9334, last 91. 
The company’s fixed interest mortgage debt now 
amounts to approximately $53,200,000 exclusive of 
$13,200,000 of adjustment income bonds. This rep- 
resents a reduction of approximately $3,600,000 
since the 1944 year-end and some $40,000,000 since 
reduction program was initiated in 1942. Retirement 
of certain issues include $2,700,000 of 1st 4s pur- 
chased with proceeds from the sale to Wabash R.R. 
of the Hannibal-Moberly Line and some $900,000 of 
prior lien bonds. With fixed charges down to about 
$2,400,000 currently as compared with $4,300,000 
at the end of 1941, the position of the Ist mortgage 
bond is greatly strengthened. Retention of the 1st 
mortgage 4s is advised at this time. The present 
mandatory interest requirements appear to be well 
within the scope of the railroad’s prospective post- 
war earnings and the lst mortgage bond should 
eventually show further appreciation in market 
price. 


CHICAGO TERRE HAUTE & SOUTHEASTERN RAIL- 
WAY: The Court in charge of properties of the 
Chicago Milwaukee St. Paul & Pacific R.R. System 
has extended to August Ist, from June 30th, the 
time with which holders of the Chicago, Terre 
Haute & Southwestern Rwy. bonds may file their 
ballots with the Interstate Commerce Commission. 
The Terre Haute bondholders are voting on whether 
to accept or reject the treatment accorded them by 
the plan of reorganization for the “Milwaukee 
Road.” The extension of the time for the balloting is 
considered as significant (Continued on page 458) 
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FOR PROFIT AND INCOME 


Split Stocks Decline 


Stocks always go up sharply 
just before—and sometimes just 
after—news of a split-up comes 
out. Because of the weakened 
technical position thus estab- 
lished, naturally the split stocks 
decline fastest when the first gen- 
eral reaction develops. For in- 
stance, as this is written, the split 
Westinghouse Electric has come 
down from its high by over 13 
per cent, against less than 5 per 
cent for General Electric. Loew’s 
is off over 10 per cent, against 
about 6 per cent for Paramount, 
though the latter is basically the 
more speculative of the two. 
Sterling Drug is down around 8 
per cent, against 3 per cent for 
American Home Products. W. T. 
Grant, though this split has not 
yet been consummated, is down 
14 per cent, against 7 per cent 
for Woolworth. The reaction in 
Westinghouse to date would equal 
21 points in the old stock. The 
speculative profits in split stocks 
have been too good to last. 


C. i. T. Turns Corner 


C. I. T. Financial Corp., for- 
merly named Commercial Invest- 
ment Trust, appears to have 
turned the corner after its long 
wartime decline in earnings. It is 
understood that profits showed a 
substantial gain in the second 
quarter and that first quarter fig- 
ure of 40 cents a share will prob- 
ably stand as the wartime low. 
The company is actively prepar- 
ing for the coming catching-up 
activity in automobiles and house- 
hold equipment. Branches are 
being opened at the rate of two 
to three a week, and there are 
now 156 of them, compared with 
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about 100 at the start of the year. 
Commercial banks will compete 
more aggressively in future for 
consumer financing business, but 
the big installment finance com- 
panies have an edge in “know- 
how.” Besides, for at least sev- 
eral years, volume will be large 
enough to permit good profits for 
both the companies and the banks. 


Corporate Financing 


There seems no end to the wave 
of refundings of corporate bonds 
or preferred stocks; and a goodly 
percentage of them are designed 
to achieve the double purpose of 
reducing prior charges and rais- 
ing additional capital. Despite the 
latter feature, on an average the 
savings in charges are adding 
something to equity earning 
power. At the same time the pro- 
gressive disappearance of $4.50 
to $6 preferreds continues to in- 
crease the relative investment at- 
traction of good-grade, dividend- 


paying common stocks. Some of 
the largest pieces of recent, or 
contemplated, financing are Rey- 
nolds Tobacco ($49 million), 
Manufacturers Trust ($23.9 mil- 
lion), Northern Pacific (about $75 
million), Brooklyn Union Gas 
($42 million), Union Oil of Cali- 
fornia (nearly $50 million), E. R. 
Squibb ($15 million). 


Johns-Manville 


Johns-Manville is probably the 
best situated building materials 
company, taking into account di- 
versification, efficiency, aggressive 
research and financial position. 
That is why the stock is priced in 
relatively high ratio (about 20 
times) to current earning power 
of around $6 a share annually. 
The management’s answer to high 
wage scales, which it expects to 
continue, is a further increase in 
manufacturing efficiency through 
plant modernization. For that 
purpose it contemplates capital 
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DECLINES SHOWN IN RECENT EARNINGS REPORTS 





Woodward Iron 





Zenith Radio 





Wayne Pump 





Hollinger Cons. 





Mueller Brass 
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Westinghouse Electric 
American Fork & Hoe 





Shamrock Oil & Gas 








Latest Year 

Period Ago 
12 mos. May 31 $3.33 $3.65 
6 mos. June 30 1.17 1.19 
Year April30. 3,173.55 
6 mos. May 31 ett 1.19 
6 mos. June 30 22 23 
May 31 quarter 95 1.02 
Year March 31 15) 1.76 
5 mos. May 31 .60 67 
Year April 30 1.74 1.78 
6 mos. May 31 35 46 
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investments of around $30 mil- 
lion, of which $17 million will be 
raised by new preferred stock fi- 
nancing at a 314 per cent rate, 
the balance coming out of reserve 
funds. The plans allow for post- 
war volume of around $80 million 
a year, against prewar average of 
less than $55 million. Their object 
is to maintain prewar operating 
profit margin of around 20 per 
cent. On $80 million gross, 20 per 
cent margin and 40 per cent in- 
come tax, earnings could exceed 
$10 a share. 


Kennecott Copper Dividend 


Because of higher costs and 
ceiling prices on copper, Kenne- 
cott earnings have trended down 
since 1941, when the war-period 
high of $4.55 a share was re- 
ported (before depletion). Allow- 
ing for reduced volume in the 
second half-year, due to declining 
war production, it is hard to see 
how 1945 profit can exceed $3 a 
share, against $3.59 last year. 
Probably at least $2 will be paid 
in dividends, and it is possible 
1944’s $2.50 will be equalled. The 
chief attraction of this stock is 
the relatively high yield, for the 
postwar copper outlook—though 
probably better than the most 
pessimistic are allowing for—is 
not such as to invite much specu- 
lative interest. Confidence in the 
dividend is bolstered by the fact 
that the company holds plenty of 
cash. However, it is pertinent to 
note that earnings, rather than 
cash position, have always deter- 
mined dividend policy. Kennecott 
will use some of its cash for di- 
versification in oil production and 
possibly in non-copper minine, Tt 


will be a long time before such 
ventures can importantly aid 
profits. Meanwhile there is scant 
reason to assume it would deplete 
cash to pay dividends if earnings 
should fall below the present divi- 
dend rate. It never has done so. 


Air Line Profits 


All agree that air transport 
faces large long term growth. A 
study made by experts in behalf 
of a group of large banks and in- 
surance companies—whose inter- 
est is in the capital financing an- 
gle—puts 1950 business at 8 bil- 
lion passenger miles, against 1.6 
billion flown in 1943; and allows 
for 1950 gross revenue of about 
$500 million, against $152 million 
in 1944. Opinions differ on the 
early postwar profit outlook. This 
study allows for a year or two 
of profits lower than the peak 
aggregate to be shown this year. 
Others think there will be no 
slump in earnings. The load fac- 
tor is unusually favorable now. 
Maintenance of earnings will de- 
pend largely upon the success of 
the companies in checking an in- 
crease in the ratio of unsold plane 
seats. To that end a promotional 
rate policy will be followed, one 
feature of which will be second- 
class accommodations for those 
who wish to travel by plane at 
lowest cost. By placing benches 
lengthwise, as in Army trans- 
ports, one company plans to carry 
22 passengers in planes now de- 
signed to seat 14, and to charge 
only $70 for fare from New York 
to the Pacific Coast. The study re- 
ferred to puts capital needs at 
$750 million, of which $500 will 
hava to he raised bv sale of se- 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 


Latest Year 

Period Ago 
12 mos. May 31 $3.21 $1.79 
6 mos. June 30 3.16 2.04 
5 mos. May 31 f.i3 EY 
Year March 31 7.53 5.91 
9 mos. June 2 1.67 1.52 
June 2 quarter 67 49 
5 mos. May 31 2.11 1.94 
6 mos. April 30 3.08 2.88 
24 wks. June 16 1.34 1.25 
11 mos. May 31 26 .02 
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curities or bank loans, the rest 
coming out of earnings. One cer- 
tainty is that ratio of dividends 
to earnings will be pretty low 
for a long time to come. To this 
department’s eyes, air line stocks 
look rather generously priced at 
present. 


United Drug 


Down a considerable percent- 
age from its high, United Drug 
is a speculation with promising 
longer-term possibilities. The new 
management — new, at least, at 
the top—is building aggressively 
for the future. Much dead wood 
has been cut out, finances are im- 
proved, and book value has risen 
from $6.39 a share in 1939 to 
$15.43 as of the end of 1944. The 
objective, aside from bolstering 
working capital, is to improve 
merchandising methods and man- 
ufacturing efficiency, but espe- 
cially the former. For some years 
before the war the company’s 
operating profit margin averaged 
around 5 per cent, which is too 
low. Aided by large wartime sales 
it has been over 10 per cent for 
the past three years. Under able 
management, peacetime dollar 
sales should be at least $125 mil- 
lion, against $147 million last 
year; and operating margin, say, 
7 per cent. On that basis, with 
a 40 per cent income tax, profits 
would be nearly $4 a share. With- 
out an excess profits tax, net last 
year would have been over $6.50 
a share, against $1.62 reported. 


Bulova Watch 


Bulova had excellent prewar 
earnings and average wartime 
profits have been almost as good. 
($7.53 a share last year, against 
prewar peak of a little over $8). 
While there is some reconversion 
problem and deferred demand is 
difficult to appraise, it has an 
edge over competitors because, in 
addition to its domestic plants, it 
owns a Swiss plant from which 
it is now importing watches and 
movements, and thus has a head 
start in the civilian trade. Smart 
merchandising has made for su- 
perior long-term growth. It isnow 
paying about 80 per cent of profits 
for Federal taxes. On the small 
capitalization (324,881 shares) 
spectacular postwar earnings are 
probable and the _ stock, now 
around 63, looks like a “natural” 
for an eventual split-up. 
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The Personal Service Department of THE MaGazINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions : 


1. Give aH necessary facts, but be brief. 


addressed envelope. 


envelope. 


ao => Wh 


. Confine your requests to three listed securities; one request per month. 
- No inquiry will be answered which does not enclose stamped, self- 


No inquiry will be answered which is mailed in our postpaid reply 


. If not now a paid subscriber use coupon elsewhere in this issue and send 


check at same time you transmit your inquiry. 
Special rates upon request for those requiring additional service. 





When fo Sell? 


I have been a subscriber to your excel- 
lent magazine for several years and desire 
some information about profits on selling 
stocks. I have made profits through your 
recommendations of Pullman, Mack Truck 
and Studebaker, selling them at an advance 
of 10%. They have since advanced to a 
marked degree which makes me think about 
future profits. 

I now hold Motor Products with a 47% 
gain, Royal Typewriter at 27% profit, and 
Nash Kelvinator, all recommended in your 
magazine. My money is my own to do with 
as I see fit and I am only interested in 
increased capital. 

I read the Magazine of Wall Street in- 
cluding Mr. Miller's article but do not 
know when to take a profit and what at the 
present market would be considered the 
time to sell these stocks. 

The dividends in some of these stocks 
have been above the average but with my 
financial position I am interested in Capital 
appreciation. I am glad to say that I have 
made money since first subscribing to your 
magazine but feel that perhaps I should 
have held such stocks as Pullman and 
Mack Truck for greater rises. Being a 
very conservative buyer I am inclined to 
sell at a fair profit and feel if I make 20% 
I’ve done well. 

My question is, when should I sell? and 
what would you consider a good profit with 
my set-up? 

I would appreciate your opinion in this 
matter and I will feel that my own deci- 
sions thus far haven’t been too far wrona. 


—E. C., Oak Park, Illinois 

We are delighted that you have 
profited by our recommendations. 
There is no hard and fast rule 
as to when a stock should be 
sold but, in general, a security 
should be sold when it is selling 
at a higher price than earnings 
and prospects warrant. However, 
in a long rising market like the 
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present one, stocks may go be- 
yond their real values. Proper 
timing of purchases and sales is 
an art difficult to practice. Some 
investors have learned through 
bitter experience in 1929 and 1937 
that large paper profits held too 
long can disappear very rapidly 
and leave losses. Therefore, cash- 
ing in profits when stocks are 
overvalued is a sound policy. 
We recommend retention of all 
your present holdings at this time 
as the long term trend still ap- 
pears to be upward, and prospects 
for your stocks are favorable. 


Bridgeport Brass Pfd. 
Bridgeport Brass Co. 5% Pfd. stock. 
What do you think of this as an invest- 


ment stock? 
—W. J., Philadelphia, Pa. 


Bridgeport Brass Preferred, has 
covered its dividend requirements 
by a wide margin in recent years 
as evidenced by the following earn- 


ing figures: 
1941 - - - $75.08 
1942 - - - 60.06 
1943 - - - 59.03 
1944 - - - 64.01 


The first three months of 1945, 
$26.06 a share was earned, subject 
to renegotiations. 

This is subject to call at $110, 
which is the present market price, 
therefore, appreciation possibili- 
ties are extremely limited. Post- 
war prospects are uncertain but 
this issue has attraction for its 
current excellent yield of 5%. 


American Woolen 


I am a paid subscriber of your valued 
Magazine and would appreciate informa- 
tion on the following: 

In your January 20, 1945 issue under 
Answers to Inquiries you gave a favorable 
review of American Woolen Pfd. and on 
the strength of it I bought 10 shares at 
about 109. It has since gone to 126 and the 
Common is also showing strength. My 
question is: Would you advise the pur- 
chase of American Woolen, Common at 
current levels? Would you advise further 
commitments in the Preferred at 126, or 


not? 
—C. W., Dallas, Texas 


American Woolen Company com- 
mon stock, does not appear over- 
valued in relation to recent annual 
earnings which were as follows: 


1940 - - - $ 1.76 
1941 - - - 11.02 
1942 - - - 5.93 
19438 - - - 6.77 
1944 - - - 7.90 


The prewar record of this com- 
pany was not impressive. Earn- 
ings during the war’s duration 
should continue at a favorable 
level and early postwar prospects 
are excellent as millions of return- 
ing servicemen and women will 
need to be outfitted in woolen 
clthes. The longer term postwar 
outlook, however, is obscure. Divi- 
dends on this common stock are 
remote as there are accumulative 
arrears of $67.25 a share on the 
preferred as of June 15, 1945. 
This common stock has more than 
doubled itself thus far this year 
and, while it may advance further, 
it is too speculative to make new 
commitments at current levels. 


We recommend retention of 
American Woolen Preferred as 
this does not appear to have ex- 
hausted its enhancement possibili- 
ties. Dividend yield is excellent as 
regular rate will continue and be 
supplemented by payments to re- 
duce accumulative arrears. A defi- 
nite plan of recapitalization to 
take care of the entire arrearage 
may be evolved in the near future. 
We do not recommend adding to 
your commitment as diversifica- 
tion of risks is a sound policy. 
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Latest addition to the rapidly growing Dresser Industries, Inc. group 
is Security Engineering Co., Inc., Cleveland, Ohio. As a manufacturer of oil 
field tools and specialties, Security fits into the picture well. 

First year postwar demand for semi-portable home air conditioners is 
estimated at 100,000, according to Westinghouse Electric Corporation, whose sales 
plans include trial installations before final payment by home owners. 

The insurance companies continue successfully to invade the investment 
banking field by offering large sums of money direct to borrowers and at low rates, 
a trend which is not viewed with enthusiasm by the banking fraternity. 

Four insurance companies have purchased from the Mead Corporation 
$8 million of 15 year 3%% mortgage bonds, payable serially, enabling the borrower to 
refund an outstanding higher rate issue of $6 million. 

Another successful candidate for insurance company funds is Best & Co., Inc., 
obtaining $5 million in the form of an unsecured loan from the Metropolitan Life 
Insurance Co. The money will be used to build and equip Best's swank new store 
on Fifth Ave. 

More sugar may be in sight next year, if predictions of the beet 
sugar industry come true. Plans are to boost production as much as 30% with 
more manpower in sight. 

Among first sales of surplus war plants by RFC is a steel plant at 
Massilon, Ohio, the property going to Eaton Manufacturing Company for a considera- 
tion of $291,302. 

Expansion of Radio Corporation of America is indicated by its recent 
purchase of Brenbert Light Projection Co. of Detroit, which will continue to operate 
under its own name. 

Defense Plant Corporation has completed a lease to Edward G. Budd Mfg. Co. 
for five years of a Philadelphia plant which is to be used for the making of railway 
passenger cars. 

Recent negotiations to merge Beech Aircraft Corporation with Cessna 
Aircraft Company have been discontinued due to unforeseen complications in war 
production operations. 

72 wells and 350 acres of oil leases have been sold for $5.5 million by 
Wheelock & Collins of Corsicana, Texas to Stanolind Oil & Gas Co., a subsidiary of 
S.0. (Indiana). 

Highlighting the rising tide of stock split-ups is Sears Roebuck & Co., 
now proposing a four for one split of its shares for approval by stockholders 
on October lst. 

The seemingly irresistible lure of the household appliance and equipment 
field has attracted Pressed Steel Car Co.,stockholders having been asked to 
approve the venture into this new and highly competitive field. 

A planned new member of the Curtis Publishing Co. family is to 
be a magazine called "Holiday", which will tell readers just where to go on vacation 
and how best to spend their money. 

The combination of increased liquid capital and declining military demand 
has reduced Government guaranteed loans to industrial enterprises for the ninth 
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consecutive month to a point now lowest siice June, 1943; over $4 billion of such 
credits made available appear not to be rejuired. 

A novel potential market for the steel industry in postwar years may 
arise in the construction of huge elevated airplane landing platforms in congested 
large cities. Such plans have actually passed from the idea stage to the blueprint 
board. 





That the air transport companies are right on their toes is indicated 
by plans to stimulate the already rapid growth of air express shipments by 
dropping packages from fast planes by parachute. 

Postwar expansion plans of Crown Zellerbach Corporation foot up to probable 
outlays of $15 million, including conversion of logging railways into modern truck 
roads and construction of new facilities. 

Proposal has been made for a two for one split-up of Colorado Fuel and Iron Co. 
common shares, although no set date for stockholder approval is as yet known. 

Sharonville, Ohio, has been chosen by Electric Auto-Lite Co. as the home of 
a new plant to be used by its lamp division. 

Construction of an ultra-modern $500,000 laboratory by Winthrop Chemical 
Co., Inc., has already been started. The new structure will have no windows, 
and the complete elimination of all dust, germs and variations in temperature 
will be mechanically effected. 

The watch industry, 100% in military production since Pearl Harbor, is 
bewailing the apparent absence of large deferred civilian demand, the importation 
of Swiss watches during war years having largely filled the void. 

Acquisition of majority control of Rit Products Corp. of Chicago, 
makers of fabric and household dyes, has been announced by Best Foods, Inc. 

The seller will now function as a subsidiary concern. 

Modernization and expansion plans of Minnesota & Ontario Paper Co. 
include new facilities and additional hydro-electric plants to cost about $6 million. 

In view of the huge amount of cotton in the Government stockpile, the 
Textile Industry need not worry because the current year's cotton acreage promises 
to be the smallest since 1885. 

Good news for shareholders in United Fruit Co. is the announcement that net 
earnings in the first half of 1945 were about $9,250,000 compared with full year net 
of $10,830,000 in 1944, 

Chief bottleneck in materials impeding rapid resumption of civilian 
production by the automotive industry is shortage of tin. WPB says the shortage is 
serious and that car makers must devise some new item with which to make body solder. 

Reconversion has begun in earnest by Remington Rand, Inc., with removal 
of military tools and installation of typewriter machinery under way. Civilian 
output is expected to start by September. 

A bid of $15,839,000 for seven Maine manufacturing concerns with which the 
New England Public Service Co. is obliged to part by SEC orders, has been made by 
banking interests and may prove attractive. 

New corporations formed in New York State continue to mount in number, 
the total for first half of 1945 reaching 7,550 or 2,284 more than in the like period 
of the previous year. 

Householders turning in waste fats to their grocer will be interested to 
know that the rubber industry alone uses 170 million pounds of this material in the 
production of synthetic rubber. 

In preparation for its food store expansion, National Tea Co. has plans to buy 
ten acres in Chicago for the erection of huge new buildings with capacity of over 9 
million cubic feet, to be built windowless and’to be air-conditioned. 

Lost or stolen — practically all tank cars, trucks, and rolling stock of 



































With arrears cleared up on Cudahy Packing Co. 7% preferred stock not long ago, 
the company now plans to redeem the issue and replace it with new preferred carrying 
a lower dividend rate. This should please holders of the common. 
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Business Activity continues to expand slow- 
ly, despite cut-backs and contract cancellations, 
and is now close to the all-time high touched 
during the week ended May 26—1%, better than 
a year ago, though off fractionally on a per 
capita basis. For the month of June, this publica- 
tion's business index was 166% of the 1935-9 
average without compensation for population 
growth, and 133.8% on a per capita basis. The 
two indexes averaged 165.4 and 134.0, respec- 
tively, for the second quarter;; and for the half- 
year, 164.2 and 133.4. The indexes for June, sec- 
ond quarter, and half-year, were all a bit higher 
than for the corresponding periods last year with- 
out compensation for population growth, and a 
trifle lower (except for the half-year) on a per 
capita basis. 

.- 


The nation’s Retail Sales in May totaled 
$5.88 billion—17.3% larger than a year earlier 
on a dollar basis; but up only 11.1% in unit 
quantity, since Retail Prices in May averaged 
3.1% higher than a year earlier, Department 
Store Sales in the week ended June 30 were 
16% greater in value than for the like period last 
year, against increases of 18°, for four weeks and 
12% for the year to date. 


* * 


(Please turn to the following page) 
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SUMMARY 
MONEY AND CREDIT—Public debt 


now only $30 billion under present stat- 
utory ceiling of $300 billion. Liquid 
assets held by individuals and business 


concerns expected to reach $245 billion 
by end of 1945—up 270% in six years. 




























TRADE—May retail store sales 17%, 
above last year in value and 11% in 
volume. Department store sales in week 
ended June 30 were 16% ahead of last 
year, against increases of 18%, for four 
weeks and 12% for year to date. 















INDUSTRY—Business activity in June, 
the second quarter and half year was a 
bit better than for the corresponding 
— a year earlier. Steel shortages 
amper resumption of civilian heavy 
goods production. 








COMMODITIES — Spot and futures 
indexes sag moderately. Despite do- 
mestic shortages, enlightened self inter- 
est will compel us to ship coal, food, 
feed and clothing to Europe this winter. 
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Inflation Factors 























































































































Latest Previous Pre- p 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
FEDERAL WAR SPENDING (tf) $b July 4 2.06 1.61 1.73 0.43 : 
Cumulative from Mid-1940. July 4 291.3 289.2 2008 = 14.3 (Continued from page 445) 
Military cutbacks are leaving munitions plants 
FEDERAL GROSS DEBT—Sb July 4 259.4 256.4 202.1 55.2 with excess inventories of Steel. To help relieve 
the steel supply bottleneck that is hampering re- 
sumption of civilian heavy goods production, the 
MONEY SUPPLY—S$b WPB has ordered a 25% reduction in war plant 
Demand Deposits—101 Cities July 4 35.9 36.4 32.6 24.3 | inventories of sheets and steel strip, and the FEA 
C in Gi July 4 26.8 26.6 22.6 10.7 has. turned down a request by U. S. exporters to 
ship 100,000 tons of steel rails to Spain. 
BANK DEBITS—13-Week Avge. a 
New York City—$b_.._ == July 4 6.91 6.90 5.48 3.92 
100 Other Cities—$b July 4 8.29 8.32 7.60 5.57 The Treasury figures the Public Debt on June 
30 last at $268.6 billion, only $31.4 billion under 
the present statutory debt ceiling of $300 billion. 
oo PAYMENTS—Sb (ed) Apr. 13.18 13.69 12.58 8.11 This is enough leeway for one, but not two, more 
alaries & Wages (cd) Apr. 9.55 9.58 9.14 5.56 : sigs 4 : 
Interest & Dividends (cd) Apr. 0.81 1.34 0.81 0.55| bond drives. In arriving at this total, outstanding 
Farm Marketing Income (ag) Apr. 1.42 1.39 1.40 1.21| savings bonds were included at their maturity 
Includ'g Govt. Payments (ag) Apr. 1.57 1.45 1.48 1.28] value of $56.2 billion. The Business Analyst data 
on Federal Gross Debt (taken from the Treasury's 
CIVILIAN EMPLOYMENT ( daily statements) include savings bonds at their 
cb)m May 51.3 51.2 52.0 50.4 : ; 
Agricultural Employment (cb) May 8.0 718 8.6 17 redemption value which, on June 30, was $45.6 
Employees, Manufacturing (Ib) May 37.7 37.8 38.7 13.6 | billion. 
Employees, Government (Ib). May 6.0 6.0 5.8 45 a ee 
a ao a ey - saad ” of Federally Insured Banks are being urged to 
increase their capital in line with the large war- 
FACTORY EMPLOYMENT (Ib4) May 152 155 167 147 time expansion in deposits. The F. D. |. C. desires 
Durable Goods May 202 207 230 175 legislation to compel banks to keep their books 
Non-Durable Goods May 113 114 117 123 open so that investors may buy newly issued bank 
FACTORY PAYROLLS (ib4) Apr. 317 325 335 198 stock at any time. This would not only strengthen 
the banks’ financial condition, but would also help 
FACTORY HOURS & WAGES (ib) to lessen the danger of inflation by absorbing part 
Weekly Hours Apr. 45.2 45.4 45.0 40.3 | of the country’s excess savings. 
Hourly Wage (cents) Apr. 1045 1044 1013 7811 . al 
Weekly Wage ($) Apr. 47.16 47.43 45.55 31.79 e*¢ 
The Federal Reserve Board reports that, in five 
PRICES—Wholesale (ib2) June 30 =—-:105.9 =—s-'1105.9-—S-:104..1 92.2 | years from the end of 1939 to the end of 1944, 
Retail (cdib) May 140.9 139.9 137.0 116.1 | Liquid Assets (cash, bank deposits and U. S. 
Government securities) held by individuals and 
business concerns expanded from $66 billion to 
yr gel LIVING (Ib3) td oe aa aol — $194 billion. They are now increasig at the annual 
Clothing May 1444 1440 1374 «113.8 | Tate of about $50 billion, and probably will reach 
Rent May 108.3 108.3 108.1 107.8 | close to $245 billion by the end of 1945—an in- 
crease of around 270% in six years. 
ares. he 
i 
Durable Goods ee rr He = — Earners have been besieging Congress to abol- 
Non-Durable Goods May 5.01 4.65 4.94 3.58] ish price and wage controls so that they may 
ed hy sa gogo yg Pe May 0.52 0.49 0.50 0.40] expropriate this fabulous treasure; but, fortunately 
‘a . — » oe May 2.20 2.22 2.10 5.46 for the consumer, Administration supporters rallied 
; enough votes at the last hour to Extend the OPA 
jog ine, 346 353 280 212 for another year to June 30, 1946. This does not 
Durable Goods _. Apr. 553 574 403 265 mean that the danger of Inflation has been re- 
Non-Durable Goods Apr. 214 211 201 178 moved; but merely that fast spreading black 
= aaa - = a po markets will still be regarded officially as illegal, 
ee 3a while folks who conscientiously obey the regula- 
pn Cane i ” — i aa tions will find it harder and harder to stay in busi- 
ness or to live decently. 
gree gt ee ET a, 267 89267 4027.9 SBT + * 
Manufacturers’ Apr. 16.3 16.4 17.4 15.2 wah ek 
Wholesalers’ Apr. 3.9 3.9 4.1 4.6 In signing a bill just passed by Congress au- 
Retailers’ Apr. 6.5 6.4 6.3 7.2 | thorizing the RFC to continue Subsidies for an- 
Dept. Store Stocks (rb)—i____ Apr. 156 147 145 139 other fiscal year on food products and essential 
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Latest Previous Pre- 
Wk. or Wkh.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
BUSINESS ACTIVITY—I—pc June 30 160.8 160.7 162.5 141.8 Conti f 
(M. W. S.)—I—np June 30 -'174.5 «174.4 «173.1 (146.5 (Continued from page 446) 
INDUSTRIAL PROD. (rb) —I—anp May 227 231 236 174 strategic materials, President Truman stated that 
oe re ge oer be 140 143 133 he interpreted the desire of Congress to be that 
urable Goods, We ciency a 336 356 215 “ idi i 
Ses Duuble Beads, ith. ~ May 174 +34 169 141 these subsidies shall be paid only as long as and 
to the extent necessary to secure needed war pro- 
CARLOADINGS—t—Total June 30 894 876 897 833 duction under existing price ceilings.” 
Manufactures & Miscellaneous June 30 397 395 398 379 
Mdse. L. ¢. L June 30 108 = «107,—'iéié7?”'stiti*i liane: 
= June 30 62 57 59 43 Out of $38 billion in Lend-Lease supplies and 
ELEC. POWER Output (K.w.H.)m June 30 4,353 4,358 4327 3,269 services the U. S. A. has granted to other mem- 
SOFT COAL, Prod. (st) m ion 12.0 118 1.9 10.8 bers of the United Nations, something over $5 
Cumulative from Jan, 1 June 30 298 286 billion has been repaid in the form of reverse 
320 446 
Stocks, End Mo. May 44.0 43.8 55.3 61.8 lend-lease bookkeeping entries. Some think this 
PETROLEUM—(bbis.) m may be nearly all we shall ever collect. If so, it 
Crude Output, Daily Z June 30 49 49 4.6 4.1 should cause no hard feeling; for they helped us 
— ae - pos 86.5 87.5 82.0 87.8 defeat the common enemy before our homeland 
vel Oil Stocks une 40.5 39.9 52.8 94.1 | A 
Heating Oil Stocks __ ms 2 ne =e te) re 2 
LUMBER, Prod. (bd. ft.) June 30 518 523 611 632 ‘ . 
Stocks, End. Mo. (bd. it.) b ee rr 3.2 3.2 3.3 12.6 Assistant Secretary of State Clayton predicts 
a ; a — oa that our post-war exports will exceed imports by 
. (st.) m une "4 a A 6.96 “He . 
Cemeltive fom Jan, (| __luse_ 432363 4.1—_74.60) £0 8 en et acsderng thet the 19062 
eee ce — ac a ‘aes _ én average was around $3 billion in terms of current 
en) Sm uly ; s ; ‘ : ; ; Me 
Cumulative from Jan. to. July 6 907 888 911 5,692 st weep = — pet deb anas 
ated artificially by heavy 
MISCELLANEOUS the f f foreign | hich t likely te 
Paperboard, New Orders (st)t..... June 30 166 116 153 165 = eel nti otis a 
Hosiery Production (pairs) m........ Apr. 132 142 140 150 en P ; _— 
Footwear Production (pairs) m...... Apr. 41.4 43.9 36.5 34.8 willing to accept excess imports in similar volume 
Hide & Lthr. Stks., End Mo. (hds. jm Apr. 11.8 12.0 10.7 14.0 later. Russia is already seeking credits of $12 bil- 
Whiskey, Dom. Sales (tax gals.)m.. May 4.3 4.5 5.4 8.1 lion, and England $5 billion. 
Do., Stocks (End Month)... a May 314 319 355 506 











Ag—Agriculture Dep't. b—Billions cb—Census Bureav.. cdh—Commerce Dep't. cd2—Commerce Dep't., Jan., 1939—100. cd3—Com- 
merce Dep't., 1939—100. cdib—Commerce Dep't. (1935-9—I00), using Labor Bureau and other data. en—Engineering News-Record. 
I—Seasonally adjusted Index, 1935-9—100. Ib—Labor Bureau. Ib2—Labor Bureau, 1926—100. Ib3—Labor Bureau, 1935-9—100. Ib4—Labor 
Bureau, 1939—I100. It—Long tons. m—Millions. mpt—At Mills, Publishers and in Transit. mrb—Magazine of Wall Street, using Federal 
Reserve Board data. np—Without compensation for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb2—Federal 
Reserve Board, Instalment and Charge accounts. st—Short tons. t—Thousands. t—Treasury and Reconstruction Finance Corp. 
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No. of ——— 1945 Ind (Nov. 14, 1936, Cl.—100) High Low June30 July7 
Issues 1925 Close—!00) High Low June30 July7 100 HIGH PRICED STOCKS. 86.31 73.59 85.11 84.18 
290 COMBINED AVERAGE ... 132.9 105.0 131.3. 129.3. =| 100 LOW PRICED STOCKS 156.15 112.22 154.53 151.50 
4 Agricultural Implements _. 197.4 160.5 187.4 185.3 6 Investment Trusts _.._.__.s-—- 554.8 44.7 52.8 52.0 
10 Aircraft (1927 Cl—100)_._ 213.6 156.0 213.6E 205.4 3 Liquor (1927 Cl—100)____._ 562.5 391.0 562.5Z 538.9 
6 Air Lines (1934 Cl.—100).. 877.5 559.6 877.5Z 821.4 8 Machinery —- SS—Stsé«~*'‘4“«LS 137.5 167.5 164.8 
5A t 92.3 78.9 89.9 87.7 2 Mail Order _. SC s«éd1:20028 96.7 114.7 116.4 
13 Automobile Accessories _. 235.3 178.2 227.9 222.5 3 Meat Packing = —«*« 68.6 89.9 87.1 
12 Automobiles _ 46.8 33.8 44.9 43.7 11 Metals, non-Ferrous 180.3 149.0 175.0 173.0 
3 Baking (1926 Cl —100)___ 16.6 14.3 16.2 16.3 3 Paper 23.9 18.9 22.7 22.5 
3 Business Machines 263.5 221.3 252.8 252.6 22 Petroleum —.._ ss s«éd'67.1 142.5 159.9 158.2 
2 Bus Lines (1926 Cl. —100) 160.8 123.5 149.7 148.6 19 Public Utilities === 92 55.4 88.6 92.1H 
4 Ghemicale: oe 2077 189.2 200.1 200.0 5 Radio gol Cl. —100)___ 32.4 27.5 31.1 30.6 
4 Communication _-____.—- 87.0 73.5 86.6 84.2 7 Railroad E 83.3 68.9 82.3 80.3 
WSConstruction: os SN 42.3 51.1 50.1 21 Railroads tsi 22.8 36.2 34.8 
7 Containers... 9285 276.5 321.6 318.8 2 Shipbuilding _______ 115.6 96.6 102.9 104.4 
8 Copper and Brass ss: 84.5 74.8 82.1 81.4 3 Soft Diakts —_..._.___.. 443.6 402.9 405.9 405.0 
2 Dairy Products _ geeky OA 47.6 55.4 56.5 12 Steel and Iron _________._ 100.6 82.8 98.7 97.7 
5 Department Stores 54.0 39.8 52.8 52.3 3 Sugar 68.0 55.2 66.1 64.9 
5 Drugs and Toilet Articles_. 157.2 117.6 145.9 143.3 2 Sulphur 212.4 173.5 199.9 200.6 
2 Finance Companies 265.3 222.1 255.4 253.4 3 Textiles 102.4 58.5 102.4R 94.5 
7 Food Brands _..._. «163.0 134.5 163.0Z 159.8 3 Tires and Rubber _.___ss 38.3 34.0 37.1 36.8 
2 Food Stores _..-s—=<C«~*CW 56.1 64.1 64.4 5 Tobacco 79.0 67.5 77.7 76.8 
4 Furniture 98.0 81.6 19 89.9 2 Variety Stores _______..._ 287.4 255.6 270.5 269.5 
3 Gold Mining —____1158.0 938.3 1137.1 1118.5 21 Unclassified (1944 Cl—100) 126.1 100.0 123.3 120.3 
New HIGH since: E—1940; H—1937; R—1929. Z—New all-time HIGH. 
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Trend of Commodities 


Harvesting season was ushered in during the past fort- 
night with moderately easier prices for spot and futures. 
Charges were made in Congress that the fireworks in rye 
may have resulted from something less innocent than a 
natural corner arising from insufficient supplies of the cash 
grain to meet export and distilling demand and provide 
delivery on July contracts. Prodded by the WFA, the Chi- 
cago Board of Trade raised margins and subsequently 
banned fresh speculative transactions. In consequence of 
these measures there followed a rather sharp reaction in 
rye which carried other grains down moderately by con- 
tagion. The farm commodities parity price index on June 15 
remained unchanged from a month earlier; but the index of 
prices received by farmers advanced six points during the 


31-days’ interval, to 206% of the 1910-14 average—the 
highest level since 1920, and 3 points above a year ago, 
On June 15, the general average of all farm product prices 
was 119% of parity. As usual, there were wide variations in 
this relationship amony individual products, with horses sell. 
ing at 28%, of parity standing at the bottom of the list, and 
cabbage bringing 207% above its parity price at the top, 
Not even a benevolent Government can fit individuals to 
the law of averages. Shortages of coal, food, feed and 
clothing are going to be so appalling in Europe this winter 
that we in the U. S. A. may as well become reconciled to 
make further sacrifices of these scarcities. Enlightened self. 
interest will compel us to ship more goods abroad to avert 
revolutions and avoid trouble for our occupation troops. 
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1945 


1943 


1944 


U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equals 100 


Dote 2? Wk 1 Mo. 3 Mo. 6 Mo. 1-Yr. Dec. 6 


July7 Ago Ago Ago Ago Ago 1941 
28 Basic Commodities ____ 1183.7 183.8 183.7 183.9 183.0 182.3 156.9 
11 Import Commodities __ 168.9 168.9 168.9 169.0 168.7 168.4 157.5 
17 Domestic Commodities _ 193.9 194.2 193.9 194.2 193.1 191.9 156.6 


COMMODITY FUTURES INDEX 


APR. MAY JUNE JULY 
10S | — 








DOW JONES 
foo COMMODITIES INDEX Fa 


Rae 4 
































Average 1924-36 equals 100 


1945 1944 1943 1942 1941 1939 1938 1937 
High 101.70 98.13 96.55 88.88 84.60 64.67 54.95 82.44 High 
Low ___._ 93.90 92.44 88.45 83.61 55.45 46.50 45.03 52.03 
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12 Foodstuffs 
16 Raw Industrials 


Lew 


Dote 2 Wk. 1 Mo. 3 Mo. 6 Mo. 1-Yr. Dec. 6 

July7 Ago Ago Ago Ago Ago 194: 

7 Domestic Agricultural__ 227.0 227.9 228.1 227.2 224.8 224.7 163.9 
Seas 2090 2095 209.5 209.7: 207.7 207:8 169:2 

166.5 166.5 166.3 166.5 166.4 165.2 148.2 


RAW MATERIALS SPOT INDEX 


APR. MAY 








JUNE JULY 


100 











95 





MAGAZINE OF 
90] watt streer |'NDEX —| 
































14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1945 1944 1943 1942 1941 1939 1938 1937 
— 98.2 97.6 96.0 89.1 86.7 78.3 654 915 
96.7 94.9 89.3 86.1 74.3 61.4 57.5 647 
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The Tobaccos—Today and 
Tomorrow 





(Continued from page 436) 


there seems to be an ample sup- 
ply of repair parts to take care 
of existing machinery. 

While the cigarette industry 
has not escaped manpower prob- 
lems, it has been less hard hit 
than some others. In addition to 
relatively stable labor conditions, 
another encouraging sign is the 
possible change in the inventory 
trend. For two years, tobacco in- 
ventories have been moving slow- 
ly but surely downwards but 
now, with the biggest burley crop 
added to depleted supplies, the 
longer term operating outlook 
looks distinctly brighter. 


Further production gains this 
year may be slim or impossible 
to achieve but the industry op- 
timistically anticipates a record 
output of as many as 420 billion 
cigarettes within five years after 
the war with Japan ends, at the 
same time admitting that no one 
is capable of forecasting when a 
point of saturation will be 
reached. Such a prospect, even if 
only partly realized, should point 
to marked growth potentials on 
top of wartime output expansion. 
There is good reason to believe 
that present high production— 
and consumption—will be largely 
maintained in the postwar era 
even if national income undergoes 
the anticipated shrinkage. Per 
capita consumption of cigarettes 
has been persistently increasing 
for many years and has been af- 
fected relatively little by business 
conditions and imposition of siz- 
able excise taxes. Smoking being 
a widely popular habit. onlv fairly 
severe depression conditions have 
in the past been able to make 
marked inroads into company 
earnines. The industry, to a con- 
siderable degree, is “depression 
proof”, like most “habit indus- 
tries.” Under the circumstances, 
postwar tax*relief should boost 
earninss considerably since most 
comnanies are in high _ tax 
brackets. 

Yet while volume prospects ap- 
pear promising, what about prof- 
its? Despite successive output 
gains during war years, profit 
margins have narrowed. There 
have been several reasons. (1) A 
large advance in prices of leaf to- 
bacco; (2) Higher wage rates and 
large overtime pay because of 
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manpower shortages; (3) In- 
creased costs of packaging and 
general supplies. (4) Ceiling pri- 
ces have prevented compensation 
for higher costs. And as in virtu- 
ally every other industry, high 
wartime taxes have markedly cut 
into earnings. 

Most of these elements making 
for narrower profits are not ex- 
pected to continue permanently; 
in the postwar, profits should ex- 
pand more in line with enlarged 
sales volume. Meanwhile, how- 
ever, net earnings last year have 
been downtending or holding close 
to recent levels for most compan- 
ies, but the uptrend in costs is 
now leveling off and future earn- 
ings should hold up relatively 
well, if not improve somewhat. In 
view of this prospect, dividend 
rates of major cigarette compan- 
ies should be well maintained. 

In the cigar field, continued 
labor and tobacco shortages will 
probably prevent much of an in- 
crease in output despite strong 
demand arising from wartime 
prosperity. Output of lowpriced 
cigars, to be true, is now expand- 
ing sharply but mainly at the ex- 
pense of the higher priced 
brands, a fact which has been cre- 
ating divergent production trends 
among leading cigar makers. It is 
a reversal of the trend observed 
earlier in the war, and largely the 
result of revised pricing policies to 
correct the squeeze on margins of 
lowpriced cigar producers and 
discourage growing concentration 
of production on higher priced 
brands. Companies entrenched 
mainly in the low priced field, 
such as General Cigar and Bayuk 
Cigar, should benefit from this 
shift and better average prices 
obtained should widen margins 
and boost earnings. Sales and 
profits of companies manufactur- 
ing high priced brands may de- 
cline moderately. 

On the whole, the postwar out- 
look for the cigar industry is 
favorable. National income will 
probably continue measurably 
above prewar and consumption— 
while perhaps declining—should 
nevertheless hold at above prewar 
levels. But margin prospects are 
less satisfactory, since correction 
of labor and tobacco shortages 
will restore keen competition and 
make higher priced lines harder 
to sell. Before the war, lowpriced 
cigars not only accounted for the 
bulk of sales but for an increas- 
ing proportion of the market, a 
trend that is likely to be reestab- 





NOTE—From time to time, in this space, 
there will appear an advertisement which we 
hope will be of interest to our fellow Ameri- 
cans. This is number seventy of a series. 
ScHENLEY DisTILLers Corp., New York. 


Post Bellum! 


This recorder has received a copy of 
a letter addressed by the chairman of 
the board of this company, Schenley 
Distillers Corporation, to its president, 
vice-president in charge of production 
and vice-president in charge of sales. 
His letter states in part: 

* * * * * 


“Our first obligation is to give 
the returning veteran who left his 
job with Schenley to join the Armed 
Forces, full opportunity of reemploy- 
ment with the company. Our next 
obligation is to give every returning 
war veteran every possible oppor- 
tunity of employment with Schenley 
consistent with fulfillment of our 
responsibility to present employees 
of other than war replacement status. 


“Every available position should 
be earmarked for the returning vet- 
eran, whether it is in Sales, Produc- 
tion, Research, New Products, Office 
—the entire gamut of our business. 


“When this tragedy of war is 
over ... it should be the aim of 
Schenley, in its every component 
part, to. be staffed by veterans in 
every possible position, so that this 
company will be an organization 
willing to give veterans every pos- 
sible, true opportunity. 


“T would like to see a policy adopted 


which accords with the foregoing 
for the guidance of the entire Schen- 
ley company. This policy should be 
so broad, so human, so attuned to 
the times, that it will merit the re- 
spect of everyone in our present 
organization, of the returning vet- 
eran, of the Government, and of 
the public, and gain happiness for 


us, through its accomplishment.” 


<_< ie £ Ss 


The statement above was not intended 
for publication, but it is too good to 
withhold. It is an expression of the spirit 
of modern American business which 
augurs well for the future well-being of 
our country. 


It bears the label “MADE IN THE 
Os Sac An 
MARK MERIT 


of ScHENLEY DistTILLERS Corp. 


P.S. As this column goes to press I 
find that Schenley has already rehired 
upward of 120 former employees who 
have been discharged from the armed 
forces. They are now back in jobs com- 
mensurate with or better than those 
they left. 

FREE—Send a postcard or letter to Schenley 
Distillers Corp., 350 Fifth Ave. N. Y. 1, 
N. Y., and you will receive a booklet con- 
taining reprints of earlier articles on various 
subjects in this series. 
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lished when conditions return to 
normal. 

Production of snuff and smok- 
ing tobacco declined last year and 
with costs rising, earnings also 
tended downwards. No. great 
change is likely this year, how- 
ever; snuff demand is character- 
istically stable but smoking to- 
bacco sales may recover consider- 
ably from the low 1944 produc- 
tion levels, partly because of the 
cigarette shortage. Higher costs 
will tend to narrow margins in 
both groups. 

Cigarette shares pricewise have 
done moderately better than av- 
erage thus far this year and may 
be expected to continue so over 
the medium term in view of the 
generally promising postwar out- 
look. Cigar shares have lagged 
behind the market, reflecting un- 
certainties of the new pricing 
methods and expectation of re- 
turn of prewar competitive ele- 
ments characteristic of the cigar 
business. Shares of producers of 
snuff and smoking tobacco have 
displayed their characteristic 
price stability and are likely to 
continue so. On the whole, at pres- 
ent market prices, all are apprais- 
ing nearby earnings and dividend 
prospects fairly. 

Because of wartime drains on 
liquid resources, most tobacco 
manufacturers had to borrow 
heavily to maintain adequate in- 
ventory positions; these include 
American Tobacco, Consolidated 
Cigar, Liggett & Myers, Lorillard, 
Reynolds Tobacco and Philip Mor- 
ris. These borrowings have been, 
and in some cases are about to 
be refinanced with some perma- 
nent form of capital, making for 
a heavier layer of senior securi- 
ties ahead of common stocks. Re- 
sultant larger prior requirements 
before common dividends may 
well spell relatively conservative 
dividend policies in the future 
when earnings could warrant 
higher disbursements on junior 
issues; still this doesn’t neces- 
sarily imply that dividends will 
not be raised when continued 
high sales volume at improved 
profit margins is boosting net. 
For that reason, longer term ap- 
preciation potentials must by no 
means be regarded as exhausted 
by current market prices. 

For the moment, most of the 
leading cigarette shares have at- 
traction because of the fair yield 
they afford, quite apart from 
price enhancement prospects 
which are perhaps most outstand- 
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ing in the case of American To- 
bacco and Philip Morris. Equities 
of the snuff manufacturers—due 
to unusual stability of demand— 
have long been good income pro- 
ducers and no change in their 
stature is likely. Cigar issues are 
more speculative because they 
have yet to demonstrate consis- 
tent earning power; longer range 
prospects appear best for equities 
of companies entrenched mainly 
in the lowerpriced field. 





Survey of Low-Priced Stock 
Favorites 





(Continued from page 424) 


days. Possibly speculation will take 
them still higher, but that is far 
from saying that they are sensible 
buys. Peacetime earnings would 
have to be far better than the best 
1936-1939 results to justify pres- 
ent prices. Whether they will be— 
for any length of time—is prob- 
lematical. 


Aircraft and air transport stocks 
have had a big recent play. In the 
active aircrafts listed in the table, 
and most others for that matter, 
the percentage advances from the 
1942 lows have been quite moder- 
ate, relatively speaking. This is 
partly because of recognition of 
the postwar uncertainties facing 
the industry, partly because, since 
good wartime earnings were anti- 
cipated, the 1942 lows on an aver- 
age were far above former market- 
cycle lows, such, for instance, as in 
1938. In other words, aircrafts, at 
the 1942 lows, were not nearly as 
depressed as the general market. 
The industrys outlook is debata- 
ble. This writer believes it is good, 
in comparison with prewar re- 
sults, and that selected stocks have 
longer-term speculative possibili- 
ties at present reaction prices. 
However, discrimination is sug- 
gested. The most active issues— 
made so by low price—are not the 
best buys. Curtiss-Wright has sub- 
average appeal because of its big 
stake in engines, which are likely 
to be in over-supply for a long time 
after the war. North American is 
a good maker of Army planes, 
without experience in the civilian 
plane field. Republic has some 
speculative appeal because it is 
strongly entrenched in Army favor 
and probably will resume manufac- 
ture of its former varied types of 
civilian planes. 

Aviation Corporation’s largest 
interests, direct or through its 
stock holdings, is in aircraft manu- 


facturing and air lines. It recently 
acquired the Crosley Corporation, 
for diversification in radio and 
other household appliances. The 
stock of Aviation Corp. looks high 
on book value, on wartime share 
earnings and on best former peace- 
time earnings. In the writer’s 
opinion, it is also high relative to 
probable future earnings. The 
most active air line stock recently 
has been Braniff Airways. It is not 
cheap on current earning power, 
but growth potentials explain its 
speculative popularity. Whether 
those potentials have been over- 
discounted is highly conjectural. 


Rails and related issues are nu- 
merous among the most active 
stocks. Fancy wartime earnings 
have, of course, made possible a 
radical improvement in the finan- 
cial status of the ralroads, but 
many of the equities are still 
nevertheless highly speculative. 
Baltimore & Ohio will remain a 
“borderline” road, despite the 
pending voluntary readjustment 
of its debt structure. Up 1,000 per 
cent, at the recent high, from the 
1942 low, this stock is not an at- 
tractive speculation. Missouri- 
Kansas-Texas, which rose 2,300 
per cent from the low, is an even 
more dubious speculation, far re- 
mote from any conceivable divi- 
dend on the common. Erie through 
drastic reorganization, has become 
a medium-quality stock as rail 
equities go, and should have fair 
earning power except under severe 
depression conditions ; but at pres- 
ent price it is no bargain on prob- 
able average postwar net per 
share. 

New York Central’s fixed 
charges, though reduced from 
about $58 million in 1929 to $46.2 
million last year, are still high 
enough to make the stock a vola- 
tile leverage situation. Despite ab- 
normally high volume and lower 
debt charges, the earnings recov- 
ery—because of higher operating 
costs and taxes—has been sub- 
average, net of $5.55 a share last 
year comparing with $16.90 in 
1929 and with a more recent pre- 
war high of $1.79 in 1936. Much 
branch mileage, normally vulner- 
able to truck competition, is a 
handicap. The stock is far re- 
moved from the bargain counter. 
Kansas City Southern is a quite 
speculative “borderline”. The 
long-term loss of revenue, due to 
development of oil pipe lines and 
shrinkage of the export grain 
movement has been only tempo- 
rarily obscured by wartime , ex- 
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pansion of traffic. Split 4-for-1 
back in 1930, Canadian Pacific can 
never have more than relatively 
moderate earnings on the 13.4 
million shares of stock. On prob- 
able postwar net the stock looks 
on the high side. 

Budd Manufacturing makes 
light-weight trains and auto bod- 
ies in peacetime. In both it will 
have plenty of powerful competi- 
tion but also substantial demand 
for at least the early postwar 
years. The earnings record for 
many years has been erratic and 
generally inferior. Pressed Steel 
Car, though strengthened by re- 
organization a few years ago, is 
still one of the marginal units in 
the freight car field, an industry 
with large over-capacty on a long- 
term perspective. The company 
plans to diversify in the intensely 
competitive household equipment 
field, which looks like asking for 
the fire as well as the frying pan. 
Though not devoid of speculative 
possibilities, this stock is not very 
appealing at recent high market 
price. 

The low-priced automotive is- 
sues are seldom long out of the 
daily lists of most active stocks. 
The four in our table have re- 
cently been the most active of 
the motor group, and among the 
most active of all Big Board is- 
sues. Graham-Paige, now much 
above its 1937 bull market high, 
is a kind of speculative pig-in-a- 
poke. That is, it has, become a 
popular speculation only since a 
new controlling group, with the 
participation of interests affiliated 
with Atlas Corporation, took over 
the management. Atlas, one of 
the leading investment trusts, 
has a speculative following be- 
cause of its leanings toward de- 
velopment of “special situation” 
opportunities. But it can not 
transform a marginal enterprise 
into front-rank trade status over- 
night, nor is it assured of being 
able to do so at all. The new 
Graham-Paige has high hopes for 
its postwar automobiles and farm 
equipment. So do many competi- 
tors, a number of whom already 
have commanding trade status. 

Stock of this type are priced 
on speculative hopes which are 
subject to no reliable calculation. 
The hopes may or may not be 
realized. This writer would not 
venture much money, if any, in 
a bet on them. Hayes Manufac- 
turing has long been more active 
in the stock market than else- 
where. The company is “small 
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IF YOU REALLY WANT TO PROTECT 
YOUR FAMILY AND YOUR HOME.. 


... Please Kead This 


ODAY your family stands at a 
crossroads. On the path you 
choose will depend, in some measure, 
the future of your country and, in 
very great measure, your own future. 
The choice is a simple one. It is 
between having foresight and real- 
ism enough to conserve what you 
now have—or to let it get away from 
you, perhaps forever. 

If you choose the first path, you 
will, in the interest of yourself and 
your family, take certain steps. You 
will first of all retain every War 
Bond you have, not merely for patri- 
otic reasons, but because, in our opin- 
ion, War Bonds are unquestionably 
the best single investment you can 
make. Further, a glance at the inter- 
est you get from them will show you 
that you get your best return the 
longer you own them—-so it will pay 
you well to keep them now and Jater. 


Next, you will certainly own your 
own home, if it is possible to buy it 
at a fair price; otherwise, you’ll save 
regularly to buy one when it can be 
built economically. 

And you will want to see that your 
family, as a unit, is protected by 
enough insurance—more necessary 
today than ever before. Too, a fund 
for the education of your children is 
always desirable. Finally, you’ll main- 
tain a growing cash savings account; 
first, to buy the things you want now 
but will need just as much later, 
when they can be bought at reason- 
able prices; second, to protect your- 
self against emergencies. 

These things we suggest to you, 
not merely because they help our 
country, but because your family will 
surely benefit from them, just as un- 
wise spending and foolish specula- 
tion will hurt them. 


MERRILL LYNCH, PIERCE, FENNER & BEANE 


Underwriters and Distributors of Investment Securities 
Brokers in Securities and Commodities 


70 PINE STREET 


NEW YORK 5, N. Y. 


Offices in 87 Cities 


MEMBERS: New York Stock Exchange—New York Curb Exchange —Chicago Board of Trade—New York 
Cotton Exchange—New Orleans Cotton Exchange and other leading Stock and Commodity Exchanges. 



































fry” in the accessories field and 
the earnings record has long been 
attrociously poor, modest war- 
period profits being the first in 
many years. 

The recent flare-up of activity 
in Packard Motor is probably a 
passing thing, for this stock is not 
normally popular, despite its low 
price. Relative to 1937 bull mar- 
ket high, where it was absurdly 
over-priced on earnings of less 
than 50 cents a share, it is far 
behind the motor group, yet at 
this year’s high of 734 the stock 
was still over-valued. Packard 
makes excellent automobiles and 
has a quite comfortable financial 
position, but from a stock market 
point of view there are two things 
the matter with it. First, the 
market for expensive cars, in 
which Packard long held a com- 
manding position, has dwindled 
to a pale shadow of its former 
scope and profitability; and the 
company, after some years of try- 
ing, never yet has been able to 
attain either the profit margins 
or the total earnings out of its 
entry into the moderate-price car 
field that it formerly enjoyed. 
Second, the 15 million shares of 
outstanding common make for 
_ modest net per share under the 
best conceivable conditons. Des- 
pite the great difference in mar- 
ket price, one will get more de- 
monstrable value per dollar of 
investment (or speculation) in 
General Motors or Chrysler than 
in any of the more active auto 
speculations herein discussed. 


The remaining issues in our 
table are “miscellaneous”. Per- 
haps it should be emphasized 
again that the sole requirement 
for inclusion is recent market ac- 
tivity. One to which periodic spec- 
ulative excitement is an old story 
is the Radio Corporation of Amer- 
ica. This is an unusual situation 
in that Radio Corp. is a strong 
company but Radio stock is a 
speculative football invariably 
over-priced on demonstrable earn- 
ing power and dividends during 
the greater portion of every bull 
market. It is over-priced now, 
around 1234, on earnings little 
over 50 cents a share and a 20- 
cent dividend. Its best pre-war 
earnings, since 1929, were 42 
cents a share. Its field will be 
even more intensely competitive 
after the war than formerly. Fi- 
nally, there are not far from 14 
million shares of stock outstand- 
ing. It would be something of a 
miracle, the writer thinks, if RCA 


could ever earn as much as a dol- 
lar a share on that capitalization. 

Warner Bros. stock has already 
subsided considerably from an 
active spurt which preceded and 
followed news that the company 
had arranged a low-interest 10- 
year serial bank loan, whence all 
mortgage debt will be retired. 
Still, one kind of debt has been 
exchanged for another, it will 
take some years to pay off the 
$37 million bank loan and, until 
it is much pared down, dividends 
on the common are unlikely. The 
stock has speculative merit for 
the long term, but it does not look 
like another Paramount. As trans- 
lated into dividends, which is 
what counts most in market value, 
the build-up seems likely to be 
considerably slower than was that 
of Paramount. 

Republic Steel is another stock 
not normally among the most ac- 
tive. It was either over-priced in 
past bull markets or it is under- 
priced now—unless one believes 
the postwar steel outlook is pretty 
nearly all black. We can’t have 
the expected postwar business 
boom without active demand for 
steel. We will not have OPA in- 
definitely, and eventually steel 
prices will be rased in line with 
higher wage costs. Competition of 
other materials is more talk than 
reality. Efficient companies should 
earn considerably more than they 
are doing now. Republic is one 
of the most efficient, with a good 
position in light steels and the 
high-margined electric furnace 
steel alloys. It may have a tem- 
porary: deficit period during re- 
conversion, but the stock does not 
look extreme on longer possibil- 
ities. 

Mengel is a specialty affair, 
making plywood, veneers and 
other lumber products. The stock 
is more active than it normally 
is, and is quite speculative. How- 
ever, postwar earnings are likely 
to be higher than in the past, 
though probably under recent 
wartime levels. Though it has 
some merit as a longer-term spec- 
ulation, at recent prices it was 
already up 425 per cent from the 
low. It doesn’t look cheap on earn- 
ings probabilities but might be- 
come reasonable on reaction. 





A Realistic Appraisal of 
Building Prospects 





(Continued from page 428) 
ing costs, both of materials and 


labor, may also prove a decidedly 
detrimental factor in construction 
expansion. Purchase money is of 
course in abundant supply and 
unlimited amounts of mortgage 
funds are available at low rates, 
but just how keen prospective 
home builders will be when they 
actually face cost estimates is a 
matter of serious doubt. And the 
aim of all government stimulus is 
directed to the lower income class 
to whom a few dollars one way 
or the other mean much. Building 
concerns, therefore, may face a 
problem of price reductions 
sooner or later, even if the proc- 
ess is at the expense of net prof- 
its. Otherwise, the percentage of 
construction involving vast slum 
clearance projects and _ public 
works may gain in comparison 
with residential building. 


Not until the end of the Jap- 
anese war is a satisfactory sup- 
ply of lumber likely to facilitate 
rapid resumption of construction 
activities, and every form of 
building work requires substan- 
tial quantities of this basic mate- 
rial. Shortage of manpower and 
equipment have presently created 
the most serious scarcity of lum- 
ber since Pearl Harbor, although 
conditions should slowly improve 
from now on. Military cutbacks 
have been unimportant due to 
heavy demand for cantonments 
and boxing in connection with the 
Pacific war, so that with 1945 
lumber output 11% below last 
year, the scarcity threatens to re- 
tard rapid reconversion plans of 
the building industry. How long 
this bottleneck will hamper con- 
struction activities is anyone’s 
guess but it would appear as if 
progress would be very slow for 
the balance of the current year, 
in spite of increased allocations 
for civilian consumption. 

Cement makers, now operating 
at perhaps 50% of capacity, may 
be among the first segments of 
the building industry to feel the 
spur of construction revival, as 
highway building on a huge scale 
could be started at short notice 
if unemployment becomes notice- 
ably acute. The leading cement 
manufacturers, are highly inte- 
grated in their operations and all 
set to expand output with little 
delay. If heavy road construction 
is decided upon, this branch of 
the industry undoubtedly would 
receive high prioritv ratings for 
both manpower and transporta- 
tion to expedite matters. In the 
longer range view, the outlook 
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for cement producers holds de- 
eided promise, some estimates 
running as high as $7 billion for 
their share of the huge construc- 
tion volume straining at the 
leash, not including a sizeable ex- 
port demand during early post- 
war years. 

The leading paint manufactur- 
ers have not felt the construction 
slump as badly as some other seg- 
ments of the building industry, 
well sustained demand for mili- 
tary coatings and civilan replace- 
ments keeping both volume and 
net earnings at a_ reasonably 
stable level. During the current 
year’s sharp drop in allocations of 
both oil and lead for civilian use, 
sales of paint for regular use may 
decline to some extent, but the 
restriction in itself is a sign of 
urgent military demand to take 
up the slack, and when regula- 
tions are eased the situation will 
merely reverse. Paint makers, 
therefore, are in good shape pres- 
ently, and should enjoy large 
sales during coming years. Net 
earnings when EPT burdens are 
eased could rise above prewar fig- 
ures, although the current squeeze 
between rising costs and price 
ceilings is likely to continue for 
some time to come. 

Continued high demand for 
plate glass from military sources 
plus increasing replacement sales 
to civilians brought a 36% vol- 
ume gain to this branch of the n- 
dustry last year, with probabili- 
ties that the advantage is being 
fairly well sustained currently. 
Demand for glass of all descrip- 
tions promises to be high when 
civilian takings are once more 
permitted without limits and both 
the automotive and building boom 
get under full headway. While 
competiton will be very keen, ab- 
normal demand will be an offset- 
ting factor, and as a result of 
wartime research many concerns 
will have glass specialties in nu- 
merous new forms with which to 
exploit their markets. 

Intensified production of pre- 
fabricated housing in postwar 
years appears bound to stimulate 
construction activities, particu- 
larly for homes in the lower cost 
brackets, and a number of strong 
concerns like U. S. Steel and the 
new Kaiser home building unit 
plan to operate upon an extensive 
scale. Chief beneficiaries among 
producers of supplies should be 
the makers of wallboards, lum- 
ber, paint, hardware, heating and 
plumbing. Fullest development of 
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Capital Funds: 
Capital Stock 
Surplus 
Undivided Profits 


THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


STATEMENT OF CONDITION 
JUNE 30, 1945 


RESOURCES 


Cash and Due from Banks . 
U. S. Government Obligations, direct 


State and Municipal Securities 


Loans, Discounts and er 


Acceptances . 1,159,769,380.69 
Acerued Interest Nigadedibe 12,288,920.48 
Mortgages . 5,181,171.12 
Customers’ kenaanians Liability - 5,179,307.26 
Stock of Federal Reserve Bank 7,050,000.00 
Banking Houses 34,571,632.24 
Other Real Estate . 3,551,808.26 
Oiber Assis sks nite 1,275,868.29 

$5,288,247,117.49 
LIABILITIES 


. $111,000,000.00 
124,000,000.00 
57,300,790.39 








$ 887,308,682.67 


2,900,026, 165.84 


108,523,241.16 
163,520,939.48 

















Dividend Payable August 1, 1945. 
Reserve for Contingencies . 
Reserve for Taxes, Interest, etc. 


$ 292,300,790.39 
5,180,000.00 
12,080,481.80 
13,576,144.97 








Deposits 4,952,627,343.86 
Acceptances 
Outstanding. .$ 8,325,423.24 
Less Amount in , 
Portfolio 2,551,095.58 5,774,327.66 ’ 
| Liability as Endorser on Acceptances 
| and Foreign Bills 167,622.91 
| Other Liabilities 6,540,405.90 


United States Government and other securities carried at 
$1,320,747,440.00 are pledged to secure U. S. Government War 
Loan Deposits of $1,120,367,649.78 and other public funds and trust 
deposits, and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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factory made ‘homes, ‘however, 
may not be reached for a good 
many years, as sales resistance is 
not lacking and major problems 
of design and construction will 
have to be overcome. 

Of outstanding interest in the 





appended table is the number of 
strong concerns whose earnings 
and dividends have suffered com- 
paratively little during the cur- 
rent decline in building activities. 
Shares in such companies which 
have established well sustained 
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earning power during a generally 
difficult period have been bid up 
in price to a point where yields 
are now modest as a rule, and the 
unusually bright postwar poten- 
tials rather adequately discounted. 
Even more speculative equities 
have been carried relatively high 
in the market scale. While no bar- 
gain opportunities are presently 

i sight, this does not preclude 
potentials for appreciation in the 
long run if hopes for tremendous 
construction activities become 
anywhere near realized. If an in- 
terim downward swing in the 
stock market should occur, most 
building stocks should regain rel- 
atively greater investment and/or 
speculative appeal than they pres- 
ently have. 





What's Ahead for the 
Food Industry—Now? 





(Continued from page 435) 


frozen products will follow, includ- 
ing pre-cut meat packaging and 
offerings of complete meals, cake 
doughs and pies ready for home 
cooking or even completely ready 
for the table. 5,500 locker plants 
now in service may grow to 
30,000, if plans mature, and as a 
large volume of home freezing 
units will warrant lower prices 
for these devices, hopes are that 
popularity of frozen foods will 
rapidly increase. Competition ob- 
viously will be acute but sub- 
stantial profits may accrue to 
many well organized concerns in 
the food industry as this form of 
enterprise develops. 

While production of beef and 
veal in 1945 may set a new record 
around 11.2 billion pounds, a Gov- 
ernment-encouraged drop in hog 
production exceeded expectations, 
so that over-all supplies of meat 
for the packers to market may be 
reduced by 10% to 20% com- 
pared with the previous year. 
Production of eggs and poultrv 
has also registered a decline, with 
large quantities apparently being 
held by speculators or drifting 
into the black market. Indepen- 
dent animal and poultry slaugh- 
terers by the thousand have 
sprung up, absorbing local sup- 
plies which normally would be 
bought by the large packers 
whose Federally inspected plants 
are the sole source of military 
buying and the main reliance of 
Eastern meat buyers, the latter 
now almost wholly “left in the 
ditch.” 1945 earnings of the pack- 
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ers may decline moderately along 
with somewhat reduced volume 
but any drop should be minimized 
by the tax cushion. Dividends ap- 
pear generally secure, and Gov- 
ernment support is increasingly 
substantial. Comments on the 
leading packing stocks will be 
found in the accompanying table. 

Military requirements still keep 
the canners busy at peak levels 
and unless weather conditions re- 
duce the growing crops of fruits 
and vegetables, 1945 earnings 
should closely equal those of 1944. 
Deferred civilian demand alone 
could absorb the entire canning 
output, without considering mili- 
tary orders or export potentials. 
None too good weather conditions 
earlier in the year may moder- 
ately affect canning volume and 
earnings, still the outlook ahead 
is reasonably bright, within the 
usual bounds of rigid Government 
controls. . 


Ample supplies of milk enhance 
prospects for the dairies. Dairy 
products generally are becoming 
more abundant. Competition from 
imported butter and margerine is 
a somewhat adverse factor, while 
reduced allocations of sugar tem- 
porarily hamper ice cream pro- 
duction, usually a very profitable 
line. The larger dairy concerns 
enjoy a strong position and stable 
demand prospects and_ their 
shareholders may continue to ex- 
pect fairly liberal treatment. 

A bumper crop of winter wheat 
in early 1945 gave a good start to 
the millers and while it is yet too 
early for accurate harvest esti- 
mates, both the wheat and corn 
crops may closely approach the 
record of 1944, and oats is even 
more promising. Large reserves 
of grains held by the Government 
assure a well stabilized supply for 
the rest of the year so that all in 
all, the traditionally stable busi- 
ness of the millers is likely to 
continue on an even keel. 


Subnormal production of sugar 
in Cuba, Puerto Rico and conti- 
nental areas in 1945 has produced 
a serious shortage which appears 
certain to affect the sugar indus- 
try. Domestic refining operations, 
for example, may be cut by 30% 
for the balance of the year. On 
the other hand, sugar growers in 
the Carribean area are receiving 
better prices than last year for 
their output and Government sub- 
sidies to domestic beet sugar con- 
cerns have been doubled. With 
demand for sugar still far out- 
running supply and likely to con- 


tinue so for several years, sugar 
companies generally face pros- 
pects of well sustained earnings 
until at least such time as world 
supply catches up with consumer 
demand. 

Reflecting all the constructive 
factors in the food industry’s out- 
look, food stocks as a group and 
particularly the corn refining is- 
sues have enjoyed considerable 
investor interest and on _ the 
whole, that interest has been jus- 
tified by results. Dividend pay- 
ments have been conservative in 
most instances but also excep- 
tionally well maintained, indica- 
tive of the stable character of the 
business, now enhanced by war- 
time exigencies and the prospect 
of exceptional demand potentials 
for some years to come. There 
are, of course, uncertainties in the 
longer term picture but these, for 
the moment, do not bulk too 
large. On the whole, postwar 
earnings should be excellent, in 
line with the indicated high level 
of national income and probable 
relaxation if not elimination of 
the Excess Profits Tax whch has 
borne heavily on many of the food 
processors. 

National income has ever been 
a leading determinant of food 
sales and consequently, food com- 
pany earnings; the expectation is 
that no marked slump will occur 
with reconversion and whatever 
temporary drop may materialize 
should be more than offset—as to 
its effect on domestic food sales— 
by urgent needs abroad. Over the 
nearer term, therefore reasons 
for optimism appear to outweigh 
whatever potential adverse ele- 
ments in the outlook could be 
cited. 

Current market prices of most 
food stocks still appear fairly 
reasonable; outstanding excep- 
tions are such favorites as Corn 
Products Refining and Penick & 
Ford both of which sell at rather 
high price-earnings ratios. Some 
of the sugar stocks, too, have 
fairly well discounted foreseeable 
potentials during recent active 
markets. While longer term 
growth potentials may be limited 
to a relative few in the entire list 
of food processors, stability of 
income is a characteristic of many 
of them. 





Labor Relations 
Enter a New Phase 





(Continued from page 419) 
spirit the many controversial la- 
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bor issues that have beset indus- 
try for years. 

Such debate, such probing into 
the present-day realities of em- 
ployer-worker relationships should 
bring forceful recognition of a 
good many fundamental truths. It 
should bring out the fact that 
union leaders cannot forever hope 
to enjoy the completely one-sided 
Federal status of labor, founded 
on the special rights, exemptions, 
privileges and immunities that ap- 
ply to no one else. It should bring 
out the need for restoration of a 
balance, of an attitude of give and 
take, for unions cannot go it alone 
any more than business and in- 
dustry. Their future lies in serv- 
ing the community interest as 
well as their shop interests. The 
day of the self-interest pressure 
group is past; instead, this is a 
time when no group can be secure 
in an insecure society. Realization 
of this is particularly relevant 
with an eye toward transition and 
the postwar. 

Labor unions today are at the 
peak of their power, with a mem- 
bership of nearly 14,000,000 blan- 
keting virtually all industry. The 
present strength and disposition 
of union forces is truly imposing. 
But this is as much a war phe- 
nomenon as the continued capac- 
ity production of our industrial 
machine. There has always been 
an ebb and flow in the union tide 
and today, organized labor is on 
the eve of a decline, just as our 
fantastically high war output is 
now tending downwards. Unions, 
strong as they are now, face a 
critical situation if and when peace 
should bring a depression. If this 
happens, organized labor would 
probably fall faster and harder 
than organized business. It real- 
izes that tomorrow it may be 
thrust into a new environment 
where a shifting economic situa- 
tion, a less lenient and paternal 
Government and a more hard- 
boiled employer attitude may 
promise a harsher climate. 


Little wonder that labor today 
is out to make the most of its 
peak fighting strength. It is quite 
aware of the advantage it holds 
and current events seem to indi- 
cate that it intends to use that 
advantage, that it intends to get 
what it can while public authority 
is either its willing or unwilling 
ally. Thus the battles that loom 
promise to create one of our grav- 
est postwar problems. For in the 
future, labor must be prepared to 
cope increasingly with a wide- 
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This advertisement appears as a matter of record only and is under no circumstances to be 
construed as an offering of these securities for sale, or as a solicitation of an offer 
to buy any of such securities. The offering is made only by the Prospectus. 


$16,500,000 


Continental Baking Company 
Twenty Year 3% Debentures 


Dated July 1, 1945 


Due July 1, 1965 


Price 102% 


(plus accrued interest from July 1, 1945) 


Copies of the Prospectus may be obtained in any State from such of the several Underwriters, 
including the undersigned, as may lawfully offer the securities in such State. 


Wertheim €¥ Co. 
Blyth €?Co., Inc. 
Harriman Riple ey EF Co. 


Incorporate 


July 12, 1945. 


Goldman, Sachs €9 Co. 


Lehman Brothers 
Halsey, Stuart €9 Co. Inc. 
Lazard Freres €% Co. 
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Pere Marquette Railway Company 


A dividend of $1.25 per shareon PRIOR PREFERENCE 
STOCK will be paid August 1, 1945, to stockholders of 
record at the close of business July 6, 1945, in payment 
of the accumulated dividend on said stock at the rate of 


5% per annum from February 1, 


1938, to April 30, 


1938, inclusive. Transfer books will not close. 





spread demand for “greater bal- 
ance and equality in employer- 
worker relationships, a demand 
made in the public interest rather 
than in that of any particular 
group. 

The cost of labor, it has often 
been stated, is one of the biggest 
question marks in the reconver- 
sion picture. If, during transition, 
unions manipulate the wage struc- 
ture thereby making for restric- 
tion of output, preverfting the per- 
formance of work which needs to 
be done or the production of goods 
which are badly needed, public 
opinion is bound to react quite 
critically. But if labor will iden- 


H. F. Lohmeyer, Secretary 


JOHN MORRELL & CO. 


DIVIDEND NO. 64 
Se 
Morrell } 
Uy 


A dividend of Fifty Cents 
($0.50) per share on the 
cnuibiinetitilies of record July 14, 1945, as 
shown on the books of the Company. 
OTTUMWA, IOWA 
George A. Morrell, Treas. 









capital stock of John 
Morrell & Co., will be 
paid July 31, 1945, to 














tify its own interest with that of 
the public, it will have an unlim- 
ited future. Few will gainsay that. 

There are a good many signs 
that employers as a whole and 
union leaders as a whole see that 
their best interests lie in getting 
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re the case of John Smith, average American: What do you get? 


; : . Why—you get a whole country that’s just like 
Serta eam ga ee i John Smith! A solid, strong, healthy, prosperous 
He’s been putting away a good chunk of his America where everybody can work and earn 
earnings regularly —week in, week out. Forget- and live in peace and comfort when this war is 
ting about it. mame. 
For a country can’t help being, as a whole, just 
He’s accumulating money— maybe for the what its people are individually! 


first time in his life. He’s building up a reserve. If enough John Smiths are sound—their coun- 
He’s taking advantage of higher wages to put try’s got to be! 


himself in a solid financial position. The kind of future that America will have— 


Now suppose everybody in the Payroll Plan— <te you and your family will have—is in your 
everybody who’s earning more than he or she ands. ; 
needs to live on—does what John Smith is doing. Right now, you have a grip on a wonderful 
In other words, suppose you multiply John Smith future. Don’t let loose of it for a second. 
by 26 million. Hang onto your War Bonds! 
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together voluntarily. The new In- 
dustrial Relations Bill may face 
almost certain defeat in its pres- 
ent form but it will serve to focus 
attention on the need for work- 
able labor legislation and thereby 
create the very opportunity of 
getting together. It will thus 
mark the opening move in the 
fight for a new national labor pol- 
icy, the point of departure in em- 
barking on a new phase in labor 
relationships. 





Rail Potentials 





(Continued from page 431) 


revenues. During 1925-30 the ra- 
tio averaged around 33%; in the 
next decade around 31-2; and dur- 
ing the period of swollen wartime 
revenues it averaged about 29. 
While there is some deferred 
maintenance and the ratio may 
rise again to 30-32%, a consider- 
able part of such a gain would be 
at the expense of income taxes. 

As to remaining expenses, the 
main problem is wages. The “Big 
Four” brotherhoods have steadily 
improved their position over a 
long period of years, by systemat- 
ically demanding wage increases 
at every strategic opportunity. At 
the same time they have been 
careful to conform to federal pro- 
cedure and avoid nationwide 
strikes. Recently, the Brother- 
hood of Maintenance of Way em- 
ployees (not one of the “Big 
Four’) put forward some de- 
mands and this may prove the 
forerunner for a general cam- 
paign. However, it usually takes 
at least a year for these wage is- 
sues to run the gamut of arbitra- 
tion, conciliation, and presidential 
action. No heavy wage increases 
appear likely while we remain in 
a wartime economy with the “Lit- 
tle Steel’ formula in effect, in the- 
ory if not in practice. 

At any rate, tax accruals will 
bear the brunt of wage increases, 
higher fuel costs, etc., so lone as 
our present tax system remains in 
effect. At present total taxes are 
equivalent to about 30% of oper- 
ating expenses, compared with 
about 10-13% in the 1930’s (how- 
ever, the position of individual 
roads with respect to EPT varies 
widely—see comment in table). 
Fixed charges, as we have noted, 
will continue to decline, due both 
to completion of pending reorgan- 
izations and the many rail bond 
refunding operations currently 
under way. 

Summarizing, while railroad net 
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income is subject to wide fluctua- 
tions, a favorable outlook for the 
next three or four years seems 
assured, barring very heavy wage 
increases. Truck competition will 
not be the adverse factor which it 
was in the 1930’s, when that in- 
dustry was unregulated. While rail 
net may continue in a downtrend 
as it has for the past two years, 
the prices of rail stocks have far 
from discounted the present level 
of earnings—in contrast to indus- 
trial and utility stocks—and hence 
a further selective rise in the rail 
list appears may well eventuate if 
general market conditions are fa- 
vorable. 





The World Prepares 
for Postwar Trade 





(Continued from page 417) 


tariff rates by about 25 to 30 per 
cent during the past 11 years to 
about 32 per cent “ad valorem” 
on dutiable imports. It is further 
estimated that under the new law, 
the “ad valorem” level could be 
lowered to about 25 to 27 per 
cent. 

The extension of the Trade 
Agreements Act has strengthened 
greatly our bargaining position 
for concessions on American ex- 
ports in foreign markets. In re- 
turn, of course, the foreign coun- 
tries will obtain a freer access to 
our huge market. The passing of 
the Doughton Bill is by far the 
most important step yet taken 
toward the enlargement of world 
trade and Congress, in approv- 
ing the measure, is to be com- 
mended for its constructive atti- 
tude. 


The passing of the Trade 
Agreement Act comes in particu- 
larly opportune time with regard 
to the negotiations with Great 
Britain and various British Em- 
pire countries that are to be held 
sometime in the future. Since our 
original tariff bargaining power 
with the British Empire has been 
practically exhausted in the past, 
there is a possibility of nego- 
tiating new agreements which 
would provide for British goods 
a freer access to our market in 
return for a revision of the sterl- 
ing area currency regulations and 
a modification of the preferential 
arrangements between members 
of the British Commonwealth. 

However, such negotiations are 
likely to be tied to a number of 
other problems, such as financial 
aid to Great Britain, the passage 














raftsmanship 
IN BONDED BOURBON 

When you take your first sip of 
this fine bonded bourbon you feel 
that he who made it took great 
delight in his eraft. And that out 
of this delight he imparted to Old 
Grand-Dad a flavor and mellowness 
such as you've not experienced in 
many a lorig day. 

Kentucky Straight 

Bourbon Whiskey 
106 Proof — Bottled in Bond 
National Distillers Products 
— New York 








CARBON COMPANY 


Ninety-Fifth Consecutive 
Quarterly Dividend 


The Directors of Columbian Carbon 
Company have declared a regular 
quarterly dividend of $1.00 per share, 
payable September 10, 1945, to stock- 
holders of record August 10, 1945, at 
3 P.M. 

GEORGE L. BUBB 

Treasurer 
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BAROMETER” 


A weekly service pre- 
dicting future trends in 
the stock market by an 
expert on Dow’s theory. 


Send $1 for Four Weeks’ Trial 
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204-M Inland Building : Indianapolis 
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of the Bretton Woods agreements, 
and for that reason are likely to 
stretch out over a considerable 
period of time. Furthermore, be- 
fore the complicated relations 
with the British Empire are 
tackled, our Government will want 
two other pieces of legislation 
adopted. One of them is the re- 
peal of the Johnson Act which 
prohibits new private loans to na- 
tions which have defaulted on old 
loans. The other is the extension 
of the lending authority of the 
U.S. Export-Import Bank to at 
least $2 billion from the present 
level of $500 million. 


The principal British contribu- 
tion to the expansion of post-war 
trade so far has been the nego- 
tiation of trade agreements with 
Belgium, France, Sweden, Switz- 
erland, Turkey, Egypt, and Iran. 
The agreements provide for mu- 
tual credits and the liquidation of 
a small part of the blocked pound 
sterling balances in the case of 
Egypt and Iran. 





Selected Preferred Stocks 





(Continued from page 438) 
have been consistently and am- 
ply earned for years and while 
competition has checked the com- 
pany’s earlier growth rate, net 
profits have been quite stable. As 
all outstanding bonds were paid 
off in 1935, the issue is the only 
senior obligation of the company. 
The well entrenched position of 
this concern in the trade and the 
established popularity of its prod- 
ucts suggest continued prosperity 
in post war years. 


B. F. Goodrich Company has 
outstanding 412,000 shares of 
5% preferred stock which at re- 
cent price will yield the buyer 
about 4.8%. To support its huge 
volume expansion, the company 
recently sold $35 million 234% 
first mortgage bonds due 1965, 
which while ranking ahead of the 
preferred assure ample capital re- 
sources at a very low rate for the 
next twenty years. In view of the 
approaching boom in the automo- 
tive field, the postwar outlook for 
Goodrich is among the most prom- 
ising in the industry, although 
sensitive —in the long’ run — to 
changes in the national income. 
Indeed, during five years in the 


‘early 30s, $35 dollars in arrears 


accumulated on a former issue of 
7% preferred, disposition of which 
illustrates how well shareholders 
may emerge after a trying period. 
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Owners of the 7% issue in- 1936 
exchanged their shares for 1.4 
shares of the present 5% issue 
plus a bonus of 14 share of com- 
mon. The combined value of these 
new securities is now over $170 
for each share of old preferred 
held and full dividends have ben 
received on the 5% issue, now 
enjoying above average invest- 
ment characteristics, although re- 
deemable at 100, compared with 
the recent price of about 105. 


The world’s leading manufac- 
turer of silverware, International 
Silver Co., has outstanding a 7% 
issue of non-callable cumulative 
preferred currently selling to 
yield about 5%, and with a wide 
coverage of earnings to protect 
dividend requirements. While 140 
might seem a high price to pay 
for a stock which in 19387 sold 
as low as 9614, the yield is at- 
tractive under current conditions 
and may be considered dependable 
in the longer run if the prewar 
record of this concern is a reliable 
index. While in depression years 
arrears on the preferred have 
temporarily accumulated, they 
have invariably been rapidly 
cleared up, and since 1936 no such 
lapses have occurred. Wartime 
earnings from military output 
have been satisfactory in spite 
of rising costs and high taxes, and 
deferred civilian demand for the 
company’s products has piled up 
on a large scale. Thus post- 
war prospects hold substantial 
promise. 


Even such a quality issue as 
the 514% preferred stock of 
Schenley Distillers Corporation 
can be purchased to yield 5% al- 
though the buyer might take 
some gamble in paying 111 for a 
stock redeemable at 105. That 
this is so is shown by the fact 
that the company has just elected 
to redeem 10,000 shares of the 
stock at the call price, and in time 
may continue the process. Only 
150,000 shares are now left out- 
standing. With 1944 net after 
heavy taxes equal to about about 
18 times the amount needed for 
preferred dividends, a sustained 
yield is amply assured. 


On the whole it is preferable, 
of course, to invest in preferreds 
that are either non-callable or 
whose market price is below call 
price although in the event of re- 
funding, as earlier pointed out, 
certain advantages may accrue 
that may well make up or out- 
weigh any loss of capital arising 


from redemption at a lower than 
market price. 

At any rate, where satisfactory 
yield is the deciding factor, better 
grade preferred stocks present a 
worthwhile field for investment. 
The recent sharp uptrend in prices 
of such securities discounts the 
prospect of continued low money 
rates, apart from reflecting the 
search for income, rather than 
a company’s earnings potentials. 
With the demand eontinuing to 
outrun supply, there is little like- 
lihood of any change in the trend 
towards higher prices and nar- 
rower yields. But selectivity is es- 
sential in picking apparent lag- 
gards in the race if security of 
income is sought. 





Opportunities for 
Appreciation 





(Continued from page 439) 


because the plan must be ac- 
cepted by “substantially all’ the 
Terre Haute bondholders. Other- 
wise the lease of the properties 
by the “Milwaukee Road’ will be 
rejected. 


DEBT SERVICE ON FOREIGN 
BONDS: According to a recent 
published bulletin issued by New 
York University, debt service 
was paid in full in 1944 on §$2,- 
568,403,418 owed on 50.17% of 
the outstanding publicly offered 
foreign dollar bonds. The increase 
in the proportion of fully serviced 
bonds from 48.58% in 1943 re- 
sulted from the resumption of 
service on bonds assented to the 
Brazilian permanent adjustment 
plan and to the offer of Mexican 
Government under an agreement 
dated November 5, 1942. At the 
end of 1944, Europe and Latin 
America accounted for 84.4% of 
defaulted bonds. Of the total 
Latin American bonds in default, 
Mexico and Chile accounted for 
35.9% and 17.7% respectively, 
while German issues represented 
57% of the total of European de- 
faulted bonds. The Far East ac- 
counted at the end of 1944 for 
11.9% of total defaulted issues. 


MANUFACTURERS TRUST COM- 
PANY: Stockholders of this com- 
pany recently approved proposal 
to issue 412,500 shares of com- 
mon stock and to redeem August 
1, 1945, at $50 a share, plus ac- 
crued dividends from July 15, the 
presently outstanding 385,285 
— of convertible preferred 
stock. 
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90% Market Profit 


in Niag. Hudson Power 
Advised at 37s 





11% Points Profit 


in Amer. Tel. & Tel. 
Advised at 1683 








Now 7% 








Niagara Hudson Power... 
a Low-Priced Opportunity 
for High Percentage Gain 

. was recommended at 
3%. It is now 7% ... show- 
ing 90% market profit. 
Telephone & 


this year. 


American 





Two additional illustrations of sub- 
stantial profits on securities recom- 
mended to Forecast subscribers. 


14634 points profit . .. with no losses 
... have been made available through 
our open and closed advices to date 


Now 180 








for capital growth open in 
today’s selective markets. 
With its experienced coun- 
sel, you can take steps: 
—To concentrate in favor- 
ably situated securities; 
—To employ your present 








Telegraph .. . an Invest- 
ment Recommendation for 
Income and Profit . . . was 


advised at 16834 (allowing for 214 dividend). [t is 
now 180... showing 11, points profit. 


14634 Points Profit to Date This Year 


Already this year 14634 points profit . 
losses . . . have been made available through our 
definite recommendations . . . 
record shows the advantages of conducting an active 
yet conservative market program through Forecast 
Service . . . being advised at all times what and when 
to buy and when to sell... 
kept under our continuous supervision. 


. with no 


open and closed. This 


with all commitments 


You would ‘receive four personalized programs: 1. 
Dynamic Special Situations for Short Term Profit; 
2. Investment Recommendations for Income and 
Profit; 3. Low-Priced Stocks for Percentage Gains: 
4. Low-Priced Situations for Capital Building. 


The Forecast can help you now in having your 1945 
profits keep pace with the exceptional possibilities 
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funds to excellent advan- 
tage: —To build capital 
and income. 


Enroll with the Forecast . . . Now! 


As our first step in serving you, we will analyze your 
present securities and advise you what to continue to 
hold and what to sell. 


Your Forecast subscription will also bring you im- 
mediately our current short term and longer term 
recommendations. For the near term, we are now 
recommending two active stocks . . . average price 
under 23 . . . as Dynamic Special Situations; one 
common stock at 614 as a Low-Priced Opportunity. 
For the longer term, two selected securities . . . aver- 
age price under 26 . . . for Investment Income and 
Profit; two Low-Priced Situations for Capital Build- 
ing ... average price under 16. 


By taking advantage of our Mid-Year Special Offer, 
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your subscription officially starts on Labor Day, Sep- 
tember 3rd. Mail the coupon below today. 
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UNITED STATES FOIL COMPANY 
REYNOLDS METALS BUILDING 
RICHMOND 19, VIRGINIA 
COMMON DIVIDEND 
A dividend of twenty-five cents (25¢) per share on 
the outstanding Common Stock, Class A and Class 
B. of this corporation has been declared. payable 
July 14, 1945, to the holders of such shares of 

record at the close of business July 9, 1945. 

The transfer books will not be closed. Checks will 

be mailed by Bank of the Manhattan Company. 
PAUL R. CONWAY, Assistant Secretary 

Dated, July 2, 1945. 





DIVIDENDS DECLARED 


Stock of 
Record 


Payable 
Am Lt & Tract pf q, _— 
Am Stov q, 30c 6 
Chi Gt W pf (acc) b2yec. a 28 
Emp Dist El pf q, $1.2 a 1 
Firestone T & R pf q, $1. 12%. Aug. 15 Sept. : 
1 
1 
1 
1 
1 





Interchemical q, 40c. neal 

Loose-Wiles Bis (extra) 25c..... July 23 Aug. 
McGraw Elec, q, 25c.. wnJuly 20 Aug. 
Pub Serv Col 7 pf m 58 1-2c. July 16 Aug. 
Pub Serv Col 6 pf m, 50c.........July 16 Aug. 


Tol Edison 7 pf m 58 1-3c..........July 20 Aug. 

U S Rubber pf $2........cccccsernn Aug. 20 Sept. 10 
U S Rubber 50c...... “eereeetig. 20 Sept. 10 
United Light & Rys, abe. 3m July 21 Aug. 15 





Inflation or Deflation 
Ahead? 


(Continued from page 414..) 


these controls are being applied 
will, in the final analysis, deter- 
mine whether we shall have, in 
the long run, inflation or defla- 
tion! It is a question of policies, 
especially fiscal and spending poli- 
cies. 

It is all very well, as Mr. Vinson 
does in his latest report, to say 
that our postwar economy must 
be dynamic, that the American 
people “are in the pleasant pre- 
dicament of having to learn to 
live 50% better than they have 
ever lived before.” This of course 
is a generalization, based on post- 
war projection of national income 
of some $150 billion annually as a 
desirable prosperity level, a level 
at which the debt burden can be 
carried without courting deflation- 
ary consequences. Well, we may 
manage to hold postwar national 
income at around $150 billion an- 
nually, but if we do, what about 
purchasing power, what about the 
inflationary factor? In short, shall 
we then actually “live 50% better 
than before?” 

In the entire. picture, there 
seems to be a rough pattern. It 
makes a distinction between prices 
of goods and prices of labor, 
meaning wages. Prices of goods, 
according to official policy, must 
be kept down but wages ought to 
rise although a rise in wages 
inevitably becomes a rise in goods, 
as experience tells us. Here, then, 
is perhaps the key problem: If we 
can make the price-wage spiral 
inoperative (it’s never been done 
before), then we may perhaps en- 
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joy a standard of living 50% 
higher than prewar. If not, we 
shall merely get along in an infla- 
tionary economy — with higher 


prices, and taxes, largely or 
wholly offsetting higher income 
nvyments. 





As I See It! 


(Continued from page 409) 


tion may well be the first test of 
the effectiveness of the new 
United Nations Charter. As to 
the Dardanelles, Russian demands 
are drastic and determined. Ap- 
parently, she intends to have a 
large merchant marine plying be- 
tween the Black Sea and the Med- 
iterranean, with a powerful navy 
stationed in the former to pro- 
tect it. Both would be meaning- 
less with some foreign power 
controlling the Dardanelles. 

The British once fought a war 
with Russia (Crimean war) to 
keep the latter away from the 
Straits. Today ,too, they cannot 
be indifferent to the new situa- 
tion. Turkey so far has been man- 
euvering shrewdly, aware of her 
precarious position but also de- 
termined to defend her interests. 
Diplomatically, she can be sure of 
British support. Should it come to 
a crisis, Turkey may even prefer 
to fight—even if she has to do it 
alone and against impossible odds 
—but it appears unlikely that 
Russia would press her demands 
to that extreme and force a uni- 
lateral military solution at this 
time. Rather, the prospect calls 
for an ultimate compromise with 
suitable concessions to Russian 
aspirations. 

Having gained entry to the 
Mediterranean, Soviet desire for 
a voice in the future status of 
Tangier and Suez, controlling 
both exits, is perhaps a natural 
consequence, quite apart from her 
obvious endeavor to push her in- 
terests in the Levant, even in 
Italy, France and Spain. All this 
highlights the tremendous change 
now taking place in the Mediter- 
ranean and the whole world. As 
a consequence of Russian pene- 
tration into South Eastern Eur- 
ope and the Balkans, and her 
reaching out in other directions, 
she now lies astride the whole 
British empire route from the 
Mediterranean to the China Sea. 
The questions arising therefrom 
are no longer a British problem 
alone; they have become an inter- 
national problem and must be 
dealt with on an international 








plane. That is precisely what may 
be done at the Potsdam Confer. 
ence. 

The road towards an equitable 
settlement may be a rocky one 
and preservation of a proper bal- 
ance may not be easy. It empha-! 
sizes one thing: Any we 3 
on the part of the U. S. A. now” 
to assume its full measure of re-| 
sponsibility would surely jeopar- |) 
dize the world’s chance for last-| 
ing peace, and compromise the 
great effort we already have made | 
on behalf of international cooper- © 
ation. What is called for is a real- | 
istic and firm attitude towards all © 
these momentous questions. For- 
tunately, there is every indica- | 
tion that our Government is pre- 
pared to participate fully in their 
long-term settlement. But we may 
look forward to hard bargaining. 

It would be idle to attempt to 
separate Mediterannean problems 
from those of Europe proper or” 
even the world at large. They are | 
all interrelated and reflect atti- 
tudes regarding the distribution | 
of power at a moment when the | 
United Nations are about tof 
adopt a new charter for peace. | 
This hardly simplifies matters but | 
it must be faced. Fortunately it 
is not a one-sided contest, a fact 
which augurs well for ultimate 
cooperative action by the nations 
concerned. 

In all this, Russia is playing a 
shrewed game; her aim apparent- 
ly is to gain as much as possible 
short of courting grave trouble 
with the Western allies, for she 
cannot possibly afford a serious 
quarrel in her present condition: 
Obviously, she wishes to avoid | 
that extreme but the Trieste af- 
fair was an example of going to 
the utmost possible lengths with- 
out pressing things too far. 
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When you want toughness, power, strength. ..use 
steel. For arresting cables on aircraft carriers or taut, 
true-toned piano wire. For bulldozers or milk trucks. 
For bazookas or bedsprings. Improved war steels 
(many developed in United States Steel laboratories) 
will make peacetime products better than ever. When 
you’re able to buy civilian goods made of steel again, 
look for the U-S‘S Label. It’s the mark of quality steel. 
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